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Elevators that land exactly level with 
each floor without first going through 
the annoying process of leveling make 
a decided saving in operating cost for 
the management of any building — 
old or new. 


MODERN ELEVATOR OPERATION MEANS 


MODERNIZATION OF OLDER BUILDINGS 
is restoring their earning power. It pays to 
“change over” the elevators, especially at this 
time when prices actually are less than at any 
time in 25 years. Each building requires a study 
of its own. Careful engineering thought and 
special individual analysis are given every build- 
ing problem brought to Westinghouse—a court- 
esy service to those interested in modernization. 


Controlled Power 


Precision Landings are just one of the more easily under- 
stood results of electrical engineering progress in vertical 
transportation as developed by Westinghouse. This progress 
has gained greater control of power to produce a smoother 
elevator performance with less wear, less friction, less noise 


and less cost. 


Westinghouse 


Electric Flevators 
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DEPENDABILITY 


From its organization in 1896 to December 
31, 1932, the U. S. F. & G. paid out in 


claims and adjustment expenses a total of 


308.931.957.044 


It has set up and maintains reserves for 
known and unknown claims and other con- 
tingencies amounting to 


$§38.713.763.59 


Its surplus as regards policyholders is in 


excess of 


These figures attest the dependable and 
enduring protection afforded by this nation- 
wide organization throughout thirty-six 


years of public service. 


UNITED STATES FIDELITY & GUARANTY CO. 


BALTIMORE MARYLAND 
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END OF YEAR 
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Company’s margin of security increases 
as monthly payments are received 


The Strength of the Amortized Residential Mortgage 


Investors Syndicate’s “Disappearing Loan” plan of home 
financing is based on the sound principle of amortization. 
As illustrated by the graph above, the company’s margin 
of security increases as monthly payments are received. 

No Loans are made on farms, hotels, office buildings, 
theatres, or other business properties. 

Loans are on improved American and Canadian city 
residential property, chiefly owner occupied. 

Due largely to the amortization requirement of its 
mortgage loans, Investors Syndicate has been able not only 
to maintain its strong cash and liquid position during the 


past three years, but actually to improve it. 


INVESTORS SYNDICATE 


rN Founded 1894 


Offices in 51 Principal Cities . . . Representatives Throughout United States and Canada 


AFFILIATED COMPANIES: INVESTORS SYNDICATE TITLE & GUARANTY COMPANY, NEW YORK * INVESTORS SYNDICATE, LTD., MONTREAL 
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This Banker's Policy 


may solve Your Bank's Problem 


IS bank couldn't afford to take heavy losses. 

Yet he knew that the weak issues should be 
eliminated before things went from bad to worse. 
So this conservative New Englander has been 
“whittling away”. . . selling the bonds without-a- 
future . . . replacing them one by one with high- 
grade issues . . . taking advantage of every oppor- 
tunity to strengthen his bank’s reserves . . . putting 
its bond account in position to benefit first by any 
sustained rise in bond prices. 


MOODY 


INVESTORS SERVICE 


JOHN MOODY, President 
65 BROADWAY NEW YORK CITY 


How can one man give so much attention to the bond 
account and still supervise the daily work of managing a 
country bank? This banker found the answer in Moody's 
Bank Supervisory Service! With Moody’s at his right 
hand, his bond account receives as much attention as his 
note case. The letter above gives a vivid picture of the day- 
by-day contact between Moody’s and its banker clients. 


Expensive? Not nearly as expensive as trying to manage 
a bond account single-handed. The specific cost of continu- 
ous supervision of your bank’s bonds depends entirely on 
the amount of work required to put your list in good con- 
dition—and keep it that way. On receipt of your list, we 
will prepare an estimate and proposal outlining the manner 
in which Moody’s Supervisory Service can be applied to 
your investment problem. Address Moody’s Investors 
Service, 65 Broadway, New York City. 


*The original of the above letter is on file at our executive offices. 
Naturally we cannot divulge the names of our clients. 
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Behind the 


$12,000,000 issue of Cincinnati Union Terminal 5s of 
A: was offered recently by a smali but imposing 

banking syndicate at par. It was the first railroad issue 
since March, 1932. The favor which the bonds found was 
so instantaneous and widespread, so avid and abundant that 
on the very day of the offering the securities were bid up to 
a premium of 3 points. Here indeed was a reception un- 
duplicated since pre-depression days. It furnished just the 
test needed to demonstrate the fact that, even in the most 
trying times, good bonds are salable at a fair price. 

It is not possible, however, to record that evidence of this 
sort has been in generous supply. Not all bonds are so for- 
tunately placed as the Cincinnati Union Terminal issue, 
which had the guarantee of several of the strongest railroads. 
With caution still predominating, bond prices have been 
hesitant, except in the gilt edge section, where 
steadiness has been the prevailing characteristic. 

The line of prices, which in late December and 
early January rose so steeply, has been wavering, 
and new issues have been scarce. 

Congress has been one of the most impor- 
tant single factors in influencing bond prices. The 
short session of the Seventy-second Congress 
has distinguished itself by a show of dilatoriness 
not matched, perhaps, by any deliberative assem- 
bly in modern times. 

As the budget was unable to balance itself, 
there was no balancing done. The inspiriting in- 
fluence on private finance of a soundly con- 
ceived and courageously administered public fi- 
nance has been lost; conversion operations have 
been held in abeyance, and so the Government 
has not been able to realize the economies of low- 
er coupons. 

Four developments bearing on the bond mar- 
ket are worthy of mention: 


FOUR IMPORTANT DEVELOPMENTS 


FIRST, the Federal Reserve System has shown 
that it really meant what it said in the January 
open market policy announcement, namely, that 
it intended to maintain a large volume of excess 
reserves. When the reduction of $88,000,000 in 
discount bills in three weeks and an unseasonal 
rise in currency circulation caused surplus re- 
serves to fall sharply in New York, the system 
called a halt in the decline in its securities port- 
folio. Upon this exhibition of flexibility in the 
open market policy the more sensitive short term 
Government securities rallied in price. 

Second—one of the extremely few activities of 
Congress redounding to its credit—much good 
work was done on the bill designed to expedite 
railroad reorganizations, making them simpler, 
quicker and cheaper. This is a well advised step 
and one which will in time react to the improve- 
ment of railroad securities, the backbone of the 
legal list. 

Third, further headway was made in repair- 


Bond News 


ing the shattered credit of New York City. Reflecting the 
formal cut in the city’s budget, prices of the long-term bonds 
have moved higher, bringing the day at least nearer when 
the credit rating of the largest municipality in the western 
hemisphere will warrant the funding of a sizable amount 
of its short-term securities now held by the banks. 
Fourth, is a development of less immediate importance, 
but one which may claim the public interest increasingly. 
It concerns the plan of Senator Cordell Hull to draft an 
amendment to the Constitution which would repeal the law 
authorizing issuance of tax exempt securities by states and 
the Federal Government and taxing the income of existing 
tax exempt securities. It is estimated that securities out- 
standing in this country wholly or in part tax exempt amount 
to around $35,000,000,000, on which the annual and poten- 
tially taxable interest payments amount to 
around $1,400,000,000. 

Plainly here is a proposal vitally affecting the 
investment market’s prime securities, and it is, 
therefore, one which should be weighed carefully 
before it is accepted or rejected. The proposal 
has three aspects, the legal, financial and social. 


CONSTITUTIONALITY OF EXEMPTION 


CURIOUSLY enough, the impression is wide- 
spread that it would be illegal to levy a tax on 
securities which had been represented as tax 
exempt when sold. Such a tax, one frequently 
hears it said in circles which might be expected 
to know better, simply could not be imposed be- 
cause it would be in violation of the due process 
clause of the Fifth Amendment of the Federal 
Constitution, which places a limitation on the 
national Government with respect to depriva- 
tion of property. The truth is, however, that by 
amendment to the Constitution income from 
securities now tax exempt most certainly could 
be taxed, for manifestly a constitution cannot be 
inconsistent with itself. The Constitution is bind- 
ing alike on court and legislature, and if two sec- 
tions of the Constitution appear to be in con- 
flict it is the later one which prevails. An amend- 
ment to the Constitution is required if tax ex- 
empt securities are to be made taxable, for an act 
of Congress, it has been proved, will not suffice. 
In the case of Pollock v. Farmers Loan and Trust 
Company the Supreme Court, ruling on an at- 
tempt to tax the income derived from municipal 
bonds, held that Congress did not have the 
power to tax income derived from bonds of the 
states or the subdivisions thereof. 

When Senator Knute Nelson introduced the 
Sixteenth Amendment he believed that Con- 
gress was thereby being given the right to tax 
municipal bonds, and the votes of several other 
senators were won on the belief that tax exemp- 
tion was being narrowed. Charles Evans Hughes, 
then Governor of New York State, advised 
against ratification (CONTINUED ON PAGE 56) 
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Banks like thee 
uvstall YORI 


VAULTS 
at 
Your bank, too, can enjoy hy 


the same skill and experi- 
ence in vault manufacture 
and construction that have 
made the name of YORK 
preeminent throughoutthe 
world. We will gladly con- 
fer with you regarding the . 


size and type of vault your 


bank requires. 


First National Bank of New York 
New York City 
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enos Aires Branch of the First National Bank 
rst National Bank of Boston of Chicago 
YORK SAFE AND LOCk CO. 


@ YORK, PENNSYLVANIA @ 


MANUFACTURERS AND BUILDERS OF THE WORLD’S GREATEST VAULTS 


Equitable Trust Comune Chase 
National Bank, New York City 


— 


NEW YORK ST. LOUIS CLEVELAND HONOLULU 
BALTIMORE SAN FRANCISCO WASHINGTON PARIS 
BOSTON NEW HAVEN LOS ANGELES HAVANA 
PHILADELPHIA HOUSTON PITTSBURGH TOKYO 
SEATTLE CHICAGO MONTREAL SHANGHAI 


FIRE AND BURGLAR PROOF SAFES AND CHESTS 
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FRANKLIN ©. ROOSEVELT 


At 49 East 65th Street, 
Bew York City, February 6, 1995 


I want to {nvite you to come to the White Mouse on Monday, 


thought thet ve 
for mutual tertain subjects, 
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FRANKLIN D. ROOSEVELT 


for thin meeting at the White House, 


you te 
@ letter to me et the sbove address, ing me know 
whether. you cen come? 


ay sincere regards, 


youre, 


THE New York correspondent of The Manchester Guardian, 
in a recent dispatch to his paper describing the conference 
between Mr. Roosevelt and Sir Ronald Lindsay at Warm 


Springs, Georgia, said in part: 


“Americans remember that, after all, someone must pay 
these debts. If Europe does not, the American taxpayers must 


shoulder an extra burden of 


some $11,000,000,000, and at 


present they are unable to pay the existing internal taxes, 
which take about one-quarter of the national income. 

“Many Americans are coming to believe default to be both 
the most likely and most sensible disposition of the matter. 
They cite France as an illustration of a country which has 
defaulted without as yet showing any harm to her public or 
private credit. They foresee an enormous amount of ill-will 
on both sides of the Atlantic engendered by such a course, but 
believe that it would create fewer liabilities than any other 
course which would be politically possible.” 


WASHINGTON 

ONE of the most serious structural de- 
fects in the American political machine 
was finally eliminated on January 23 
when Missouri became the 36th state to 
ratify the 20th, or “Lame Duck”, 
Amendment to the Constitution, thus 
making that amendment part of the law 
of the land. Henceforth, Congress will 
meet on January 3, or two months after 
it is elected, and the new President will 
take office on the January 20, instead of 
on the March 4, after election. 

On January 12 the House of Repre- 
sentatives passed the Farm Parity Bill 
by a vote of 203-151. Under the terms 
of this measure producers of seven com- 
modities—wheat, cotton, tobacco, hogs, 
rice, peanuts and butterfat—would re- 
ceive bonuses sufficient to raise prices, 
as measured by purchasing power in 
terms of other commodities, to pre-war 
levels. 

A day later the lower house over- 


rode by a vote of 274-94 the veto of 
President Hoover of the Philippine In- 
dependence Bill; and the House was 
sustained by the Senate on January 
17, the vote in that body being equally 
decisive, 66 to 26. The bill provides for 
conditional independence at the end of 
ten years, but the Filipinos have two 
opportunities to nullify it. The bill will 
not become operative until the Philip- 
pine legislature ratifies it, and it will 


become irrevocably effective only after | 
the islanders agree upon, and ratify by | 


popular vote, their own constitution. 
In his veto of the measure President 
Hoover warned that it would project 
the Philippines into “social and econom- 
ic chaos’, and predicted a breakdown 
of the islands’ government if it became 
law. 

Voting unanimously on January 19, 
the House rejected the proposals of Pres- 
ident Hoover for Governmental reorgan- 
ization. (CONTINUED ON NEXT PAGE) 


The 
BENTLEY SCHOOL 
of 
ACCOUNTING 
and FINANCE 


A DISTINCTIVE 
SCHOOL which is de- 
voted exclusively to train- 
ing men who desire to 
specializein preparation for 
the key department of bus- 
iness administration, or for 
professional accounting. 


Many of the graduates are 
holding positions such as: 


IN BUSINESS—office 
manager, head accountant, 
cost accountant, traveling 
auditor, general auditor, 
credit manager, comptrol- 

ler, statistician, assistant 

treasurer, treasurer, branch 
manager, vice president, 
general manager. 


IN PUBLIC AC- 
COUNTING—senior ac- 
countant, supervisor, man- 
ager, partner. 


| INPUBLICSERVICE— 
bank examiner, tax consult- 
ant, internal revenue agent, 
special investigator, senior 
auditor, treasurer. 


{| Its graduates are employed 
in 29 states and 6 foreign 
countries. 


{{ Students have enrolled from 
22 states and 5 foreign 
countries. 


{| Two years are required to 
complete the course, the 
shortest time consistent with 
thoroughness. 


The catalog will be sent upon request 
BENTLEY, C-P.A: 
President 


921 BOYLSTON STREET 
BOSTON, MASS. 
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Speaking in the Senate on January 

21, Senator Borah declared that the 

budget could not be balanced, and urged 

Ade = same day, Ogden Mills, Secretary of 

oF the Treasury, stated emphatically that 

: inflation, would be useless in effecting 
price readjustments. 

On January 25 a $1,500,000,000 farm 
relief program was launched in Con- 
gress. The central feature would be a 
$1,000,000,000 corporation to lend 
money to the farmers at 3 per cent; and 
it would provide for a $300,000,000 re- 
volving fund for the retirement of farm 
loan bonds of higher interest rates. The 
Treasury would be authorized to pur- 
chase future issues of 334 per cent farm 
loan bonds. 

The same day a bi-partisan move- 
ment was started for the purpose of 
raising tariffs where industries were ad- 
versely affected by depreciated cur- 
rencies. 

On January 26 a resolution offered 
by Senator Harrison of Mississippi was 
unanimously adopted calling for an in- 
quiry into the causes of the depression. 
Invitations issued to experts in all 
fields. On February 8 it was announced 
that more than 50 had accepted invita- 
tions to appear before the Senate fi- 
nance committee and give their views. 

The House, on January 30, passed a 
HIS Com pa ny affords eX- measure designed to reform the bank- 
ruptcy law. 

. | | The Veterans’ Appropriation Bill, in- 
ce pt 1iond qd Cc lil t ie S in volving $966,000,000, was passed by the 
House on Feb. 2 virtually without debate. 

By overwhelming majorities the 


every phase of domestic House on February 4 voted down a 


series of proposals for economies, includ- 


| 


ing reductions in salaries for Senators 


and international banking and Congressmen, 


A Constitutional amendment which 
AND WE USED TO CRY OVER “UNCLE TOM” 


service. 


Guaranty Trust Company}| 
of New York ise | 


COUNT 


140 BROADWAY 
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| 
UNDERWOOD & UNDERWOOD STUDIOS 


L. F. LOREE 


On January 25 it was announced that 
the Delaware and Hudson Company had 
acquired 10 per cent of the capital 
stock of the New York Central in the 
open market. This purchase is believed 


to give Mr. Loree, head of the D & H, 


working control of the Central system 


would prevent the issuance of tax-ex- 


empt securities by the Federal Govern- 


ment, states, and municipalities, was | 
proposed in a joint resolution offered | 


by Senator Hull on February 8. 


WAR DEBTS 


MR. ROOSEVELT held his second 
White House conference with Mr. 
Hoover, on January 20, and it was an- 
nounced at the conclusion of the meet- 
ing that Mr. Roosevelt would receive 


shortly after March 4 British represen- | 


tatives to discuss that country’s debt. 


Neville Chamberlain, Chancellor of | 
the British Exchequer, speaking before | 
the Leeds Chamber of Commerce on | 
January 24, outlined the British debt | 
attitude. Settlement, he said, must be | 


final; and the sum involved must not 
be so large that the Lausanne agree- 
ment would have to be re-opened. 
Great Britain formally accepted the 
invitation to discuss the debts, in a 
note dispatched on January 25, but 
barred discussion of matters scheduled 
for the World Economic Conference. 
In a conference between Sir Ronald 
Lindsay, British Ambassador, and 
President-elect Roosevelt, ‘“‘a satisfac- 
tory agreement on arrangements for dis- 
cussions of war debts” was reached, ac- 
cording to a joint statement issued later. 
Any doubt that Neville Chamberlain 
opposed the idea of making debt reduc- 
tion a basis for concessions on the part 
of the British disappeared on February 
1, when he told American newspaper- 
men that he (CONTINUED ON PAGE 54) 


INTEGRAL PART 


The First Wisconsin is an integral part of 
Wisconsin’s financial picture. It is the 
largest bank in the state. It has contrib- 
uted importantly to the economic devel- 
opment of Milwaukee and Wisconsin for 
more than 79 years. The First Wisconsin 
is conservatively managed, backed 
by sound resources. Major unit of the 
Wisconsin Bankshares Group. Serving 
other banks, business firms and individu- 


als helpfully, efficiently and dependably. 


FIRST WISCONSIN 
NATIONAL BANK 


OF MILWAUKEE 


Unit of Wisconsin Bankshares Group 
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r DELITY &> DEPOSIT 


ANY OF MARYLAND 
BALTIMORE 


I 
O 


1890 1933 


Financial Statement as of December 31, 1932 
ASSETS 


Cash in Banks and Offices $ 1,089,015.23 
Bonds 
U. S. Government $ 901,492.50 
State, county, municipal 2,691,316.00 
Industrial 
$ 8,099,283.5°7 
Stocks 
Railroad . 
Public Utility. 
Bank, trust company and insurance 4,369,537-75 
Industrial 857,212.50 
Home Office Building 2,41'7,300.00 
Interest Due and Accrued, ete. 64,088.17 


TOTAL ASSETS $20,441,355.00 


NOTE: All of the Company’s securities are valued in this statement in accordance 
with the ruling of the National Convention of Insurance Commissioners. 


- LIABILITIES 


Reserve for Unearned Premiums... . . $ 6,109,640.03 
This sum was set aside to cover return premiums ¢ on bonds and policies which 1 may ‘be terminated before 
the end of the periods for which they were written. 

Reserve for the Payment of Claims. ......  §,786,452.87 
When a claim is reported under any of its bonds or > policies, the Company is s required to estimate 
liberally and to set aside the amount it may be required to pay. This sum represents the total of such 
estimates. 


Reserve for Taxes and Expenses... .. . 754,910.23 
This sum was set aside to cover state taxes on ‘premiums and any ‘other taxes payable during 1933, as 
well as various office expenses for which bills had not been rendered prior to December 31, 1932. 

Reserve for Miscellaneous Purposes 428,'707.92 
This item includes the sum of $237,000 to cover depreciation on the home office building and equipment 
while the balance covers various small accounts payable, not included under the previous heading. 

Reserve for Return and Advanced Premiums 180,757.73 
This sum was set aside to cover return premiums due on bonds or policies terminated prior to December 
31, 1932, and for certain premiums paid in advance of their due dates. 

Reinsurance Payable to Other Companies 327,390.83 
This sum was set aside to cover the payment of premiums due other companies for those portions of 
certain bonds or policies reinsured by this Company. 

Reserve for Contingencies 2,000,000.00 


$15,587,859.61 
Capital Stock, Paid-Up $2,400,000.00 
Surplus and Undivided Profits 2,453,495-39 
Surplus to Policy-Holders 4,853,495-39 


$20,441,355.00 
WRITING ALL FORMS OF 
Bankers and Brokers Blanket Bonds—Burglary and Theft Insurance—Check Forgery Insurance—Contract 
Bonds—Commercial Blanket Bonds—Court Bonds— Depository Bonds—Fidelity Bonds—Fiduciary Bonds 
—Plate Glass Insurance—Public Official Bonds—Surety Bonds 
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Congress 


By FRANK R. KENT 


R more than a year now the 
rather shocking spectacle of Con- 
gressional inability to function in 

the face of a crisis has been presented 
to the country. The facts about the 
situation are perfectly clear. The Trea- 
sury deficit, growing at the rate of $5,- 
000,000 a day, is not far now from $1,- 
500,000,000. 

Clearly, this threatens the national 
solvency and weakens confidence in the 
stability of the Government. It is a 
pretty serious matter but the remedy is 
exceedingly simple and—almest—univer- 
sally recognized. What has to be done 
is balance the budget. This means 
increasing Governmental revenues 
through new taxes and decreasing Gov- 
ernmental expenses by economies. These 
statements, of course, are elemental, 
trite and platitudinous, but why has it 
not been done? The outgoing and in- 
coming Presidents are alike earnestly 
for it. There is not a responsible leader 
in either party who is not definitely 
committed. Hardly a newspaper in the 
land but regards it as vital. Every 
thoughtful citizen sees it as basic. Hun- 
dreds of speeches and thousands of edi- 
torials have dwelt upon the necessity. 


Yet, for more than 12 months Con- 
gress, charged with the power and re- 
sponsibility, has evaded, avoided, equiv- 
ocated, hedged, trimmed and dodged, 
taken not one single real step in the in- 
dicated direction, whole-heartedly re- 
jected the only methods by which the 
trick can be turned—to wit, new taxes 
for revenue, and a reduction in the vet- 
eran compensation load for economy. If 
there is any other way to do the job it 
has not been proposed. If there are al- 
ternatives no one has presented them. 
To the average man with a grasp upon 
the gravity of the problem, this failure 
of Congress to deal with it is a baffling 
and almost incredible thing. He cannot 
reconcile it with any rule of reason or 
sense. It has weakened faith in our 
system, clearly deepened and prolonged 
the depression by breeding uncertainty 
and apprehension. 


THE REALITIES OF POLITICS 


LEADERS of Congress, themselves, 
publicly admit their futility, throw up 
their hands in despair. It seems, in fact, 
indefensible and incomprehensible—but 
not to those who are versed in the reali- 
ties of politics. Great problems press 


upon us, but nothing can be done to 
improve the condition of the country 
unless Congress can be got to act in- 
telligently. Under existing circum- 
stances, Congress concededly cannot, or 
will not, so act. Therefore nothing can 
be done and we slide steadily down hill 
toward the brink. That is the situation, 
and the issue that it raises is basic to 
everyone. 

It is the purpose of this article to 
present as simply as possible, first, the 
reasons why members of Congress, in 
the face of an emergency and equipped 
with reasonable sense and character, 
helplessly bog down; and, second, by 
what methods they can be brought to 
function effectively in the national in- 
terests. 

I set down as the causes for the im- 
potency and cowardice of Congress to 
meet a critical condition by drastic ac- 
tion, these two things: 


the sectional nature of the country, 
the power of organized minorities. 


Against the popular sentiment en- 
gendered by either or both of these, the 
individual Congressman is unable to 
stand up; and those who try it are 
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swiftly and ruthlessly mowed down. The 
political graveyards are filled with the 
bones of those who have tried—and few 
do these days. A rather recent and trag- 
ic example of one who did is found in 
Mr. Charles R. Crisp of Georgia, who 
in the last session supported the sales 
tax and voted against the bonus bill and 
was generally applauded for his cour- 
age and public spirit. But that record 
did not save him. On the contrary, he 
was politically slain in the primaries last 
year by a rival who rallied against him 
the elements upon whose toes he had 
trodden. In a country so vast, the inter- 
ests of the sections, and the thought of 
the people sharply diverge. The indus- 
trial and financial East has no real un- 
derstanding and slight sympathy with 
the agricultural West and South. The 
prosperity of one group of states hinges 
solely upon the condition of the farm- 
ers; another group is completely depen- 
dent upon the manufacturers. 

In one state the welfare of a large 
part of the people is dependent upon a 
tariff on textiles; in another it is oil; 
in another, sugar; in others, wool; in 
others, silver, or copper, or cotton, or 
lumber, or something else. It is alto- 
gether a sectional matter but unless there 
is the understanding of how intensely 
important these sectional interests are, 
there can be no understanding of why 
Congressmen, almost invariably, are 
local and not national in their outlook. 


FEAR OF DEFEAT 


PRIMARILY, members of the Senate 
and the House are concerned about the 
safety of their seats. No man wants to 
be a one-term member. It is natural, 
human and inevitable to want either to 
hold the place you have or move on to a 
better one. The longer a man stays in 
Congress the more desirable the job 
becomes. His committee assignments im- 
prove; his position grows stronger, he 
gets more power, greater recognition 
and reputation. The one way to stay 
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in Congress is to keep your state or dis- 
trict behind you. The sure way to lose 
your seat is to follow your principles 
when they run counter to the sentiment 
of your section. It is absolutely fatal 
politically, and a sufficient explanation 
why men of undoubted character and 
convictions smother their consciences 
and throttle their principles when forced 
to make a choice. 


SECTIONS AND MINORITIES 


THE clashing character of these state 
and sectional interests, plus the recog- 
nized necessity of Congressmen to be in 
tune with them, if they are to survive, 
are the fundamental causes for the 
many legislative monstrosities which 
have become laws in our land, the real 
reason a general bill of any sort so 
rarely gets by without being compro- 
mised, modified, diluted, distorted, 
twisted, and tortured out of all reason- 
able shape. In order to get the votes, so 
many sops have to be thrown to so 
many sections that frequently the law, 
vood enough in its original form and 
sound in principle, is unworkable and 
bad when finally enacted. No one can 
review the history of our tariff, tax, 
farm, banking, currency, pension, and 
public building legislation without 
knowing this to be true and agreeing as 
to the cause. 

So much for the sectional interest. 
The other reason for the disgraceful and 
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degrading spectacle of a Congress, in a 
period of national peril, deliberately 
voting against what it knows to be right 
and for what it knows to be wrong— 
and equally potent—are the organized 
minorities. It is hard to exaggerate their 
power. Every member of Congress, 
particularly those in the House, who 
come up for election every two years, 
lives in fear of them. Extremely few are 
brave enough to defy them. There is no 
state in which they do not effectively 
operate and in which they are not a 
constant threat to the man who wants 
a political career. The farmers are or- 
ganized, the negroes are organized, the 
laborers are organized, the drys are or- 
ganized, the wets are organized, the 
Federal employees are organized, the 
hotel keepers are organized and the 
soldiers of both Spanish and World 
Wars are organized. Each of these or- 
ganized minorities exists solely to pro- 
mote the particular proposition which 
concerns it. Nothing else matters but 
that. 


THEY GET THEIR MAN 


THE measures affecting its membership 
favorably are to be passed at all costs; 
those affecting it unfavorably are to be 
killed no matter what else is destroyed. 
This is what they demand of every 
Senator and Representative, openly 
threatening his political life if he fails 
them. Clearly, a Congressman with a 
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Behind each Senator and Repre- 
sentative is a crowd of individuals 
over 21 and in the habit of voting 
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countrywide conception of his job and 
the courage of his convictions is bound 
to clash with one—in all probability 
most—of these organized minorities. 
The moment he does, he knows he has 
a fight on his hands at home, not only 
in the primaries but the general election. 
There are always aspirants for his seat. 
Rivals spring up who utilize his un- 
popularity with the organized minori- 
ties to fight him for the nomination. If 
he wins that, the organized minorities 
have another shot at him in the gen- 
eral election. 

Usually, they get their man. In any 
close district or state, they can easily 
become the balance of power that de- 
termines the result. Even if they fail, 
the object of their attack has had a 
bruising and unnecessarily expensive 
contest and the security of his hold has 
been shaken. 


THE VETERANS 


IN these days, it is the organized vet- 
erans who are the most powerful, and 
the most dangerous. The truth is that, 
for 70 years, the veterans have wielded 
an irresistible power over Congress and 
their numerical strength today is vastly 
greater than ever before. 

It is a matter of record that, in more 
than half a century, no pension pro- 
posal has even permanently failed of 
passage. Stopped in one session by a 
Presidential veto, it has invariably 
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Voters favor Federal expenditures 
which benefit them and oppose FE 
taxes to meet those expenditures **— 


passed at the next, or the next. The net 
result of this is that the country is now 
saddled with a load slightly more than 
$1,000,000,000 a year, paid out in one 
form or another for veteran relief, near- 
ly half of which goes to men whose dis- 
abilities are not even remotely con- 
nected with war. The total sum 
amounts to considerably more than 25 
per cent of the whole cost of the Gov- 
ernment and has reached literally back- 
breaking proportions. It is conceded by 
everyone, in and out of Congress, that 
there is no way possible to restore our 
national. financial equilibrium except 
by a large reduction in this veteran 
compensation load. Yet, menaced by the 
veterans’ organization and under pres- 
sure from the veterans’ lobby, Congress, 
in this session, not only has refused 
to cut a nickel, but actually has voted 
substantial increases. It seems incredible 
when one considers that there are few 
members of Congress who do not pri- 
vately agree that reduction should be 
made and that, unless it is made, the 
balancing the budget promises of both 
parties cannot be redeemed. But such 
is the fact. 


UNLESS SOMETHING IS DONE 


THEY not only refused to touch the 
veterans last session and this session, 
but it is quite clear they will not touch 
the veterans in the next session, or any 
other session, unless something is done 
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to protect the individual Congressman 
from the wrath of his veteran con- 
stituents. It is not fair to blame these 
fellows. It is a little too much to expect 
them to expose themselves to almost 
certain political annihilation for the 
sake of their principles. Not many of 
their business and banking critics would 
be as noble as that in their position. 


THE PARTY CAUCUS 


IN this matter, criticism is not worth 
while unless it is constructive. The Con- 
gressmen who, under the veteran lash, 
vote for the bonus and against slicing 
the pension load, criticise and curse 
themselves, deplore the situation and 
are—many of them—sick with the hu- 
miliation of it. The thing that is needed 
is to find a cure and it is silly to say 
there isn’t any. In my judgment the 
whole picture can be changed through 
the simple expedient of reviving and 
using the party caucus which, for one 
reason or another, in recent years has 
been practically abandoned. Ours is es- 
sentially a party Government and can 
function satisfactorily in no other way. 
Only by means of the party caucus, 
where in secret session a majority of the 
party members of the legislative body 
can bind all the members to support of 
a legislative program, can party solidity 
be achieved, the party leaders made 
effective and party principles be trans- 
lated into action. 

In recent years, because of sectional 
blocs and factions and insurgency, the 
party legislative caucus has been prac- 
tically abandoned. The result has been a 
complete loss of party discipline and 
unity, a development of individualism 
which made it necessary for everybody 
to look after himself, regardless of party 
pledges and policies. 

On such matters as taxation and 
economy, bonus and unemployment re- 
lief, the individual Congressman has 
been left nakedly exposed to the icy 
blasts of sectional sentiment and the 
organized minorities. Give him the 

party caucus (CON- 
TINUED ON PAGE 68) 
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A careful examination of the responsibilities that 
Mr. Roosevelt will have during the next four years 


THE NEw ADMINISTRATION 


S the inauguration of a new Ad- 
A ministration at Washington came 
7 near, all the more dependable 
evidences pointed toward policies and 
practices which conservative business- 
men and economists of standing regard 
as sound. It is true there was a deluge 
of proposals in Congress, and of discus- 
sion throughout the country, about vari- 
ous panaceas which Washington has 
come to call, because of the magic al- 
leged to be associated with them, “‘white 
rabbits’”—chiefly schemes aiming to 
bring about “cheap money”. But while 
all the talk was about inflation of cur- 
rency, all the action was along the line 
of reduction of debt. The trend of Con- 
gress, and of all the signs indicating the 
disposition of the new Administration, 
was toward avoidance of inflation of 
currency by direct action, and toward 
avoidance also of those actions which 
might make inflation of currency ulti- 
mately inevitable. 


DEBTS AND PRICES 


THE central underlying condition of 
the country pressing for political action, 
of which all major policies of the new 
Administration are obliged to take ac- 
count, is the disparity between debt and 
present prices of goods. The familiar 
and classic example, typical of every 
group in the country, is the farmer 
carrying a mortgage two or three years 
or more old. The farmer, during the 
boom, borrowed, let us say, $10,000. At 
that time wheat was upward of a dollar 
a bushel. With wheat at that price, the 
farmer could comfortably meet the in- 
terest on his mortgage and could rea- 
sonably expect either to pay or to re- 


When Mr. Hoover and Mr. Roosevelt were in Washington during the War, Mr. Hoover as Food Administrator— 
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Practically all the current problems of the depression 
remain for solution by the incoming Government 


By MARK SULLIVAN 


new the principal when it became due. 
Today, the price of wheat is less than 
50 cents a bushel. With wheat at that 
price, the farmer cannot pay. The situ- 
ation appeals to the farmer as inherent- 
ly unjust. He borrowed the equivalent 
of 10,000 bushels of wheat and finds 
himself under obligation to pay back 
20,000. At existing price levels, the debt 
can no more be paid than can two plus 
two be made to result in eight. What is 
true of the farmer and of wheat, is true, 
with variations and in infinite complex- 
ities, of every other commodity and 
every other class in the community. 


THERE ARE TWO PATHS 


THE obligation of facing this problem 
is the spring of every major proposal of 
politics in the coming Administration, 
and it affects indirectly such apparently 
unrelated policies as the tariff. The pres- 
sure of the farmer with a just grievance, 
is greater than any other one influence 
bearing on Congress; and the number of 
those in Congress who respond to the 
farmer is increased by those who re- 
spond to other classes in similar distress. 

Out of this dilemma there are two 
paths. One is to bring about increase of 
prices so that debts can be paid. The 
other is to bring about reduction of debt 
—to bring the debt down to a workable 
relation to existing prices of commod- 
ities. 


was, as always, inflation—increase in 
the quantity of currency. Toward this 
end, literally scores of measures have 
been introduced in Congress during re- 
cent weeks. They take, roughly, three 
forms: proposals to issue fiat paper 
money, proposals to use silver as a basis 
of currency, and proposals to reduce the 
gold content of the standard dollar. 

The authors of more-currency mea- 
sures did not look toward immediate 
enactment before March 4, for it was 
fully known that President Hoover 
would veto any currency inflation bill, 
and that there was not in Congress the 
two-thirds majority favoring currency 
inflation which would be necessary to 
enact such a bill over a veto by Mr. 
Hoover. 

The bills will hang over into the new 
Congress, a special session of which will 
be called shortly. Therefore, the ques- 


In Congress, and in popular discus- 4 : 


sion, especially in farming territory, 

the early and general impulse was 

to take the first path, to try to bring 

back the prices of three years or 

more ago. Within this field, the 

means that quickly suggested itself 
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tion is, what will be the attitude of Mr. 
Roosevelt about currency inflation? 

About the answer to that there cannot 
be the faintest doubt. The Democratic 
platform declared for “a sound currency 
to be preserved at all hazards.” This 
declaration not only reflected the mind 
of Mr. Roosevelt at the time it was writ- 
ten, but has been repeatedly and un- 
qualifiedly endorsed by him. In addi- 
tion, the new President during his cam- 
paign, affirmed in the most unmistak- 
able words his adherence to preserva- 
tion of sound currency. Those public 
declarations of Mr. Roosevelt last Sum- 
mer and Fall have been repeated by him 
in many private conversations during 
recent weeks. 


MR. ROOSEVELT’S VIEW 


NO well-informed person has any 
hesitation about believing that Mr. 
Roosevelt will oppose any and every 
form of currency inflation. This means 
that Mr. Roosevelt as President will 
veto any currency inflation bill that 
comes before him. It means more than 
that. It means that no currency inflation 
measure will come up to him. His posi- 
tion as party leader at a time when the 
party is newly come into power with a 
large majority in both Houses, the wish 
of the party to achieve solidarity and to 
make the new Administration success- 
ful, the control by the President over his 
party through patronage (if that prac- 
tical leverage must be used )—all these 
factors insure that the party in Congress 
will press no legislation known to be dis- 
approved by Mr. Roosevelt. There will 
be, no doubt, agitation looking toward 
each and all of the three types of cur- 
rency inflation; but this will reflect 
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mainly individual Congressmen seeking 
to seem responsive to local constitu- 
encies, such as the silver-mining states 
of the West. 

There remains the possibility, appre- 
hended with anxiety by the exception- 
ally cautious, of inflation of another but 
equally dangerous kind. The line of 
thought of the extremely wary is that 
the large deficits of the Treasury may 
continue, that the Treasury 
may continue to borrow 
money (by issuing bonds) to 
meet the deficits, and that 
presently the quantity of Fed- 
eral bonds outstanding may 
be so large as to give 
rise to doubt whether the 
Government can or will 
stand ready to meet them 
in gold. 

This possibility de- 
pends wholly on one fac- 
tor. Will the deficits con- 
tinue? This is the same 
as asking, “Will the new Administration 
balance the budget—will it take the 
steps, politically unpopular, by which 
alone the expenditures of the Govern- 
ment can be brought within its in- 
come?” 

We may as well admit that some as- 
tute watchers of the future hold stub- 
bornly to doubt whether Congress will 
achieve the courage necessary to enact 
some of the steps which are indispensa- 
ble. The one step that the doubtful have 
most in mind is reduction of compensa- 
tion to veterans, which consumes about 
one-fourth of the whole annual outlay 
of the Government. 

About pensions, it is not quite true, 
yet sufficiently true to justify the gener- 
alization, that Congress has never re- 
duced any rate of compensation previ- 
ously voted to veterans, and has never 
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**,.. for it was fully known that President Hoover would 
veto any currency inflation bill and that there was not 
in Congress the two-thirds majority favoring currency 
inflation, which would be necessary to enact such a bill 


over a veto...” 


taken off the pension-roll any class of 
veterans previously placed upon it. 


BUDGET BALANCING 


NEVERTHELESS, the conditions are 
abnormal, and the departure from expe- 
rience is possible. On the broad matter 
of reducing Government expenditures, 
Mr. Roosevelt promised in his cam- 
paign to bring about a reduction of 25 
per cent; and has promised to take such 
other steps as are necessary to balance 
the budget. These public declarations 
by Mr. Roosevelt during the campaign 
have been repeated by him privately 
during recent weeks. About this, as 
about the other promise, to oppose in- 
flation, it may be said that no well-in- 
formed person has any doubt that Mr. 
Roosevelt will proceed rigorously to- 
ward balancing the budget. And the 
same power over Congress which will 
enable him to avert currency inflation 
should also go far enough to permit him 
to make even so extraordinary an econ- 
omy as reduction of compensation to 
veterans. 

Indeed, the trend recently of the 
Democrats in the new Congress has been 
to cede voluntarily to Mr. Roosevelt a 
degree of power which would enable him 
to put this and other economies in effect 
by executive decree, without confirma- 
tion by Congress. This amounts to a dis- 
position by Congress to tie its own hands, 
to abdicate its normal control over such 
matters as reducing compensation to 
veterans. (CONTINUED ON NEXT PAGE) 


—and, above, Mr. Roosevelt as Assistant Secretary of the Navy, with Josephus Daniels, his war-time chief 
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The motive of the Democrats can be 
inferred. It is tenable to believe that 
they understand that these economies 
must be made, that they know such 
economies to be exceedingly unpopular 
politically, and that they are glad to 
bring about an arrangement by which 
the economies can be effected without 
Congress voting on them. The plan 
would save individual Congressmen 
from making a record, and therefore 
from reproach for having voted for re- 
ductions disliked by large and powerful 
groups of constituents. In short, the in- 
ference from the proposal to confer ex- 
traordinary powers on the new Presi- 
dent coincides with the inference from 
other conditions, and all point toward 
balancing the budget. 


BANKRUPTCY BILL 


THE sum of all is that inflation in any 
form (using the word in the sense that 
connotes unsoundness) is not likely to 
come about. Inflation prevails in dis- 
cussion, but makes no progress toward 
action. 

Meanwhile there is already action, 
and momentum toward yet further ac- 
tion, along the other path out of the 
dilemma. Reduction of debt is going on 
all the time, on an immense scale, 
through foreclosure and private com- 
promise. To facilitate private compro- 
mise, or otherwise to promote scaling 
down of debt, at least two proposals 
have already made conspicuous progress 
in the old Congress. An amendment to 
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Moccasin Bend, Tennessee River, from Point Rock, Lookout 
Mountain. On February 2, Mr. Roosevelt told reporters 
about his plan for developing an area in the Tennessee 
Valley comprising 640,000 square miles. The project would 
include reforestation, flood control, water power, reclama- 
tion, navigation facilities and a back-to-the-farm movement 


the bankruptcy act provides that when 
a debtor can persuade a majority of his 
creditors to assent to a composition or 
extension, the Federal courts will au- 
thorize, supervise and confirm the com- 
position. Other legislation along the line 
of scaling down debt, commanding 


strong support, contemplates that the 
Federal Government, through the Re- 
construction Finance Corporation, shall 


in effect rediscount, for institutions 
holding large quantities of farm mort- 
gages, such mortgages as are in default, 
and upon which the creditor is willing to 
reduce the rate of interest. The broad 
purpose of many measures looking to- 


ward the same end is, without scaling 
down of principal, to bring about a re- 
duction in the rate of interest on farm 
mortgages, from a rate of 41% to 6 per 
cent down to 3 or 31% per cent. 

The measures to be sponsored by the 
new Administration are not yet com- 
pletely formulated. Their status, and all 
the conditions, justify the conclusion 
that progress out of the disparity be- 
tween debt and commodity price, is go- 
ing to take, not the path of currency 
inflation to raise prices, but the path of 
facilitating scaling down of debt by vol- 
untary action where the debt is impos- 
sible to meet with existing price levels. 


The Railroads 


N meeting the urgent railroad prob- 
lem which confronts it, the in- 
coming Government will have the 
guidance of the recommendations of the 
National Transportation Committee, 
based on its recent four months’ study. 
Two things are needed immediately 
if our transportation system is to be 
safeguarded, according to the com- 
mittee—regional consolidations with an 
eye to eventual incorporation into one 
national system, and a thorough over- 
hauling of operating and financial 
methods, with supervision of competing 
carriers, modernization of the rate-mak- 
ing structure, and a stop to Governmen- 
tal subsidization of waterways. 

To accomplish these results, emer- 
gency measures are essential and the 
committee recommends an immediate 
change in the bankruptcy laws to hasten 


corporate reorganizations, prompt re- 
peal of the law which forces the pros- 
perous roads to share their earnings 
with weaker sisters, an end to the valu- 
ation clause in the rate-making laws, 
and a liberalization of the ‘adequate 
security” regulations of the R.F.C. The 
I.C.C. also comes in for criticism on 
the score of being a negative rather than 
a creative body, but the necessity for 
continued regulation is recognized. 

On the subject of competition from 
airways, trucks, etc., the committee be- 
lieves that the railroads should utilize 
the methods of which they complain, 
and that they should bring their equip- 
ment and practice up-to-date and, by 
broader service and ruthless scrapping 
of antiquated equipment and procedure 
rather than by resort to higher rates, 
work out their profit problems. 
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BANKERS Invited to confer with the Senate 
Finance Committee in Washing- 
ton on the economic problems of 

the nation 


KEYSTONE 
Rudolf S. Hecht, First Vice-President 
of the American Bankers Association 
and president of the Hibernia Bank 
and Trust Company of New Orleans 
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Jackson E. Reynolds, president of the Col. Leonard P. Ayres, vice-president of 
First National Bank of New York the Cleveland Trust Company 
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George L. Harrison, governor of 
the Federal Reserve Bank of New 
York 


WIDE WORLD 
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Thomas W. Lamont, partner in J. P. y: Melvin A. Traylor, president of the 
Morgan and Company, New York , First National Bank of Chicago 


Winthrop W. Aldrich, chairman of the 
governing board, the Chase National 
Bank of New York 
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As of Mareh 4th— 


Washington Debt Parleys 
World Trade and Tariffs 


Monetary Standards 


Economic Conference 


Political Adjustments 


Disarmament Talk 


ernment and that of the Government 

of the United States are as irre- 
concilable as they seem to be with re- 
spect to the readjustment of the inter- 
governmental debts, the results of the 
imminent conference on the subject will 
be considerably short of satisfactory. 
There is a bare possibility that the re- 
spective shouting across the Atlantic 
which has been going on for the past 
month is merely a preliminary exhibi- 
tion which is not representative of the 
big show. 

Mr. Chamberlain, after all, may be 
willing to indulge in a little swapping of 
trade advantages—if there is any such 
thing—for substantial debt reduction, 
as insisted upon by the incoming Ad- 
ministration, or the latter may find that 
the trade advantages possible under the 
circumstances are sO meagre and 
evanescent as to mean nothing. Agree- 
ment may yet be possible. No agree- 
ment, however, is worth much, which 
does not take into consideration the 
position of Congress on this side of the 
ocean and the general policy of the Bri- 
tish Government in trade and especially 
its obligations under the Ottawa Im- 
perial Economic Conference agreements 
on the other side. 


I: the position of the British Gov- 


BASIC DISAGREEMENT 


THE fact is that the positions of the 
two peoples appear to be irreconcilable. 
Whether right or wrong, European na- 
tions are determined to pay little if any 
more upon the _inter-governmental 
debts. They propose to wipe them out 
in exactly the same manner and extent 
as they wiped out German reparations 
at Lausanne. The position of the British 
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representatives at the coming confer- 
ence is that substantial reduction if not 
cancellation of the debts is as much in 
the interest of the creditor as the debtor; 
that without debt adjustment there can 
be no recovery in international business. 
The position of the United States is 
that, since the debts must be paid by 
somebody, they might as well be paid 
by the European debtors. Somehow 
Congress cannot or will not see how 
international business will be aided by 
forcing the American tax payer to pay 
the debts rather than the European tax 


WAR DEBTS 


GLOBE 


Sir Ronald Lindsay, British Ambassador 

to the United States, is expected to have 

an important part in the war debt nego- 

tiations between the United States and 
Great Britain 


payer. The trade argument works both 
ways. 

In the matter of tariff reductions, 
also, there is more or less of an impasse, 
The announced policy of the incoming 
Administration at Washington is that 
of reciprocal tariff reductions. The re- 
fusal of the outgoing Congress to raise 
tariff rates on goods enjoying the some- 
what shadowy advantages of depre- 
ciated currencies indicates that some- 
thing in the line of reciprocal tariff re- 
duction will be attempted. 

However, it takes two to reciprocate. 
With its hands tied by the Ottawa Im- 
perial Conference agreements it is quite 
obvious that not much reciprocity can 
be expected from Great Britain—our best 
foreign customer. Canada, our second 
best customer, is in the same position. 
Our third best customer, Germany, in- 
sists that it cannot meet its private debt 
international payments under the stand- 
still agreement, or otherwise unless it 
can maintain a favorable international 
balance by shutting out imports. Japan, 
next on the list, is engaged in a desper- 
ate, failing effort to prevent the yen 
from sinking out of sight by shutting 
out imports while its principal exports 
to the United States enter free of duty, 
and there can be no trading there. 


LIVING WITHIN WALLS 


THERE may be some chance of bar- 
gaining with France, next on the list, 
but Washington and Paris have been 
negotiating for several years on a new 
tariff arrangement and France is diffi- 
cult. 

As Canning once said of a neighbor- 
ing nation under similar circumstances: 
“The fault of the Dutch is giving too 
little and asking too much”. 

In fact, all over the world nations, 
because either of the rise of nationalism 
or the assumed necessity of shutting out 
imports to preserve their currencies 
from absolute ruin, are following a pol- 
icy of living as much as possible within 
themselves. There must be a way out of 
this cul de sac but the way is not an 
easy one. 

What is true of the international 
tariff situation is largely true of the 
international monetary situation. There 
can be no settlement of the tariff diffi- 
culties in the United States or elsewhere 
without the stabilization of various na- 
tional currencies on-a gold basis. Na- 
tions off the gold standard realize this 
as well as American manufacturers now 
suffering from the effect of currency de- 
preciation abroad, for whatever hopes 
these nations may have entertained a 
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KEYSTONE-UNDERWOOD 


ROBERT L. O’BRIEN 


KEYSTONE-UNDERWOOD 


MR. GARNER 


HARRIS & EWING 


SENATOR JAMES F. BYRNES 


Mr. O’Brien, chairman of the Tariff Commission, opposed a move to raise the 

rates against nations with depreciated currencies. Mr. Garner moves from the 

House to the Senate as presiding officer. Senator Byrnes of South Carolina 
will play an important part in the economy program 


year and a half ago that the deprecia- 
tion of their currencies would result in 
a stimulus to their export trade have 
gone glimmering. Probably there is no 
nation off the gold standard today, 
which would not gladly return to the 
gold fold if it were practicable to do so. 
Great Britain refuses to fix a day when 
it will make the attempt, since a return 
of sterling to the gold standard depends 
less upon present ability to meet the 
test than upon future ability to main- 
tain its parity when the attempt is made. 

London sees no prospect of being 
able to maintain 
the pound on a 
stable basis until 
international 
trade is restored 
tosomething near- 
er normal _bal- 
ance. In any 
event it will not 
make the attempt 
without American 
cooperation — in 
other words, a 
possible Ameri- 
can loan. In any 
event, floating a 
British or any 
other foreign loan 
in the United 
States under pres- 
ent conditions 
and at a tolerable 


REP. HENRY T. RAINEY 


When the new Congress convenes, the Representative from Illinois and the Repre- 
sentative from Alabama may share leadership honors of a powerful political majority 


rate of interest will not be very easy. 

Settlement of the monetary question 
hinges upon a settlement of the inter- 
national trade situation. Both rest to 
some extent upon the international debt 
situation. All three of these major 
world problems are closely interdepen- 
dent and no one of them can be settled 
without a settlement of all. 


DEBTS AND DISARMAMENT 


WHAT the international economic con- 
ference which is to follow the debt con- 
ferences can accomplish under the cir- 


REP. JOHN McDUFFIE 


cumstances is problematical. Since the 
ability of foreign governments to meet 
their international obligations depends 
largely upon their expenditures for 
armament, the Disarmament Confer- 
ence at Geneva, if and when renewed, 
is linked to the debt and economic con- 
ferences. Success in the Disarmament 
Conference depends upon a settlement 
of outstanding political questions in 


- Europe and the Far East. 


None of these three conferences can 
be a success without success in others, 
and it is not an encouraging feature 
of the situation 
that the success 
of all depends 
largely upon the 
successful adjust- 
ment of political 
questions which 
have been intrigu- 
ing the world for 
generations. Only 
concessions of a 
most radical and 
far reaching sort 
both in domestic 
and foreign affairs 
can bring read- 
justment, rehabil- 
itation re- 
newed prosperity. 
—GEORGE E. AN- 
DERSON, WASH- 
INGTON, D. C. 


HARRIS & EWING 


19 


| 
4 
& 
| 


ANKS which carry the great bulk 
of the savings deposits of this 
country have no national support 
in times of stress. A similar situation 
affecting commercial banks was cor- 
rected in large measure by the creation 
of the Federal Reserve System. 
Commercial banking was confronted 
by the demand for seasonal financing 
required by the large scale movements 
of crops, coal and other commodities 
and by the difficulty of mustering cash 
or credit in adequate amount when busi- 
ness conditions were disturbed or when 
depositors became suspicious of banks 
and withdrew deposits in large volume. 
The problem of the bank that catered 
to the savings of the people occasioned 
less popular interest. The feeling was 
that if trade, commerce and industry 
had assurance, as by a Federal Reserve 
System, that the supply of money and 
credit would automatically increase or 
decrease as the demand justified, then 
business would proceed normally through 
the years on an ascending scale. The 
value of the selected bonds and mort- 
gages held by banks as security for sav- 
ings deposits would continue high be- 
cause they were supported by the cush- 
ion of normal business, and depositors 
would always remain happy. No need 
then for any special defenses for banks 


A Central Fund for 


Savings Deposits 


It is inconceivable that machinery on a national scale 
should not be established for protecting the millions of 
savings depositors in banks. The Federal Reserve Sys- 
tem supplies such protection to the commercial banks. 
The savings of the people are greater in volume than 
the commercial deposits. Shall they be allowed to re- 
main without adequate protection during times of stress? 


By W. ESPEY ALBIG 


Mr. Albig is Deputy Manager of the 
American Bankers Association, in charge 
of the Savings Division 


interested in savings, for the commer- 
cial banks held all the front line 
trenches. 

It was believed that recovery from 
any depression could. be induced by 
making banks liquid through creating 
excess bank reserves and thus reducing 
the cost of money. Loans for trade, 
industry and commerce would follow 
naturally and the resumption of normal 
business would result. The supply of 
money and credit and the interest rate 


THE volume of money in brokers’ loans from sources out- 
side of banks in the autumn of 1929 was regarded with 
forebodings by the financial community. The resourceful- 
ness of the commercial banks headed by the Federal Re- 
serve System saved the situation when the crash came. 
Plans have since been made to bring such money within 
well regulated channels. Another orgy of speculation may 
be necessary to test the practicability and value of the new 
regulations. At present there is such a great volume of 
money in banks outside of the Federal Reserve System that 
it cannot afford protection in times of stress. Now when 
savings deposits in many banks are decreasing, the need of 
a central institution, national in scope, which for the safety 
of deposits and solvency of the banks could utilize under 
proper regulation sound securities which enter into com- 
munity building and home owning, is clearly recognized. 


formed a governor for the economic 
machine. If this were the solution then 
a Federal Reserve System by its very 
organization and power could shorten 
the period required for securing excess 
banking reserves and thus bring about 
business recovery at an early date. Con- 
sequently savings in banks would be 
affected for only a brief and inconse- 
quential period. 

Knowledge now at hand indicates 
that excess banking reserves do not in 
themselves give an impetus to business 
activity. 

Savings in banks in 1912 did not as 
now overshadow commercial deposits. 
In comparison it was a standoff, 50-50. 
The most compact volume of savings 
was that in the mutual savings banks, 
over $3,500,000,000. This amount was 
equal to slightly more than 40 per cent 
of the total demand deposits in all types 
of banks. The other $4,800,000,000 in 
savings was in other state banks, na- 
tional banks, private banks and trust 
companies. 

The savings of a nation, if its govern- 
ment is wise, tend to increase with the 
years. Not so much money is needed 
for pioneering and for promotional en- 
terprises, population increases less rap- 
idly, construction slows down and de- 
mand for commercial money increases 
slowly or possibly declines. Time, or 
savings, deposits increase, even though 
the interest rate, due to lessened de- 
mand, may be lower. In New England, 
that part of the United States earliest 
settled, deposits in mutual savings banks 
have a volume almost three times as 
great as that of demand deposits in all 
banks. Savings in all types of banks in 
that area are four times the demand 
deposits. 
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New York’s 
Plan 


In New York State, which contains 
the very hub and center of the com- 
mercial banking life of the country, al- 
most every commercial dollar in a bank 
is matched by a dollar in a mutual sav- 
ings bank, while nearly 40 per cent as 
many dollars are in compound or spe- 
cial interest departments in commercial 
banks and trust companies. 

Thus savings deposits in banks in the 
United States are no longer on a 50-50 
basis with commercial deposits but bear 
to them the relation of 8 to 5. That 
compact mass of savings in the mutual 
savings banks has advanced, without a 
setback in any year, from a volume 
equal to 40 per cent of demand deposits 
in 1912 to 65 per cent in 1932. 


FEDERAL RESERVE SYSTEM 


THE significance of this relationship 
indicates the futility of any hope of 
considerable aid through the Federal 
Reserve System as organized at present, 
for banks catering to savings. This 
statement carries no censure of the 
Federal Reserve System. The system 
was organized to make more smooth the 
inter-functioning of banking and _ in- 
dustry. Mutual savings banks are not 
now eligible for membership. Indeed 
the present benefit to them of member- 
ship would be slight. Its service is 
through the rediscounting of eligible 
paper or lending on Federal Govern- 
ment bonds. Generally these banks own 
no great amount of Government issues 
and a less amount of eligible paper. 
Such securities do not carry a sufficient- 
ly high yield. Furthermore, the laws 
under which mutual savings banks op- 
erate contemplate that these banks may 
invest from 50 per cent to 70 per cent 
of their deposits in prime real estate 
mortgages. 

Savings or special interest depart- 
ments of commercial banks and stock 
savings banks cannot insure the liquidity 
of their deposits in times of stress by 
large holdings of Government issues or 
other eligible paper. Competition is too 
keen with outside agencies for the sav- 
ings dollar. The bank, to hold its cus- 


tomers, must secure higher yields. 
Where is either the honor or the profit 
of operating a solvent bank if it cannot 
serve its community and must even- 
tually through attrition be forced to 
close? 

Surely the national Government 
might reasonably be expected to have 
as much concern for the savings dollar 
as for the commercial dollar. Both 
Massachusetts and New York, which 
together hold about $10,000,000,000 of 
the more than $24,000,000,000 savings 
total of the country, have devised cen- 
tral savings funds for the benefit of 
mutual savings banks. Connecticut with 
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upwards of $700,000,000 in mutual 
savings banks, not eligible for member- 
ship in the Federal Reserve System as 
at present organized, is planning a sim- 
ilar organization. Can the states do 
more for these valuable citizens, the 
savings depositors? Experience of the 
past few years indicates that no one 
knows when popular suspicion may 
sweep like a hurricane over the country 
leaving in its wake wrecked banks with 
their consequent human misery. It has 
been said that nervousness is much more 
likely to develop among savings depos- 
itors than any other kind. 

Recently (CONTINUED ON PAGE 60) 
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The five sections into which New York is divided for purposes of 
operating the: Central Savings Fund. Below, a diagram of the pro- 
posed organization of the five districts, showing the links be- 
tween the various groups concerned in administration of the fund 
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GALLOWAY 


ACK in 1928 and 1929 when 
B American mills were humming 

and poverty was being abolished 
there was a somewhat general impres- 
sion in the United States and perhaps 
elsewhere that there was no limit to 
the expansion of American foreign trade 
or, indeed, any trade. The world was 
our oyster. 

Industrial plants all over the country, 
already expanded beyond normal pro- 
duction by war’s demands, were further 
expanded. Instead of distributing ex- 
cess earnings among wage earners and 
producers where they would form the 
foundation for further domestic con- 
sumption and afford reserves for rainy 
days they were ploughed into new 
plants, greater manufacturing facilities, 
greater producing capacity. 

There seemed to be a certain amount 
of justification for the expansion in the 
position of the nation’s international 
balance. In the war years the country’s 

Abnormal international trade in either 
direction is seldom beneficial. Excessive 
American exports to Europe during the 
1926-1929 period, for which Europe 
could not pay, temporarily benefited 
American labor and capital, but it has 
ultimately resulted in debt and _ loss 


which will react upon labor, capital and 
the American tax payer 
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This Mirage, 
Foreign Trade 


favorable merchandise balance—i.e., the 
excess of its exports over its imports— 
averaged $3,163,000,000 a year. Even 
in the post-war years, including the two 
minor slumps, the average was $947,- 
000,000 a year. In 1928, just before the 
collapse of world trade, the favorable 
balance was $1,037,000,000; in 1929 it 
was $840,000,000; and in 1930 it was 
$782,000,000. Apparently, in its mer- 
chandise trade alone, the country was 
adding a billion dollars a year to its 
national wealth or to the fund it could— 
and did—squander abroad. 

It is this picture of rather astounding 
foreign trade which, with variations, is 
hung before the American people as the 
ideal to be attained, or at least aimed 
at, in the impending international con- 
ference on inter-governmental debts. 

There are certain lights or aspects, 
however, in which the 1928-1929 pic- 
ture does not seem so attractive. Dur- 
ing the post-war years, in addition to 
the inter-governmental debts, the United 
States loaned the nations which bought 
its goods billions of dollars. Between 
1925 and 1930, inclusive, through pub- 
licly offered issues placed in the United 
States, not to mention hundreds of mil- 
lions of dollars directly invested in vari- 
ous enterprises abroad or foreign securi- 
ties bought otherwise, it loaned these 
nations $6,366,222,000 net of new cap- 
ital. 

In 1931 the United States loaned 
other nations very little in gross and 
On the other hand, excessive exports 
from Europe to discharge these foreign 
debts, would be of doubtful benefit to 
the exporting nations. They would rep- 
resent no real increase in national wealth 
unless payment of a debt can be so re- 
garded. They would involve as much 


drain upon national capital as transfer 
of wealth in any other form 


By 
GEORGE E. ANDERSON 


nothing net. Our trade balance that year 
fell to $334,000,000. In 1932 we ceased 
entirely to make foreign loans and the 
trade balance fell to $295,162,000. In 
other words, so long as the United States 
loaned money to other nations to pay 
for them these nations bought American 
goods. When the United States stopped 
loaning, the other nations stopped buy- 
ing. The United States advanced the 
money to pay for its own exports, and 
the debt thus created, public and pri- 
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| "toc the beginning the depression has pre- 
sented two distinct sets of problems—foreign 
and domestic. During the next six months ef- 
forts to solve both will be more determined. The 
results will be an important chapter in history. 


Foreign: This article and the one following 
may prove helpful in understanding the Ameri- 


vate, is the back-log of the international 
financial situation which impels Euro- 
pean debtor nations to demand cancel- 
lation or reduction of inter-governmen- 
tal debts. Since some of these nations at 
least cannot pay in gold, the alternative 
is a reduction in American tariff rates 
which would permit the flooding of 
American markets with European goods. 
Of course, the debtor nations from their 
point of view would prefer both cancel- 
lation and lower tariffs. 

It seems to be a general assumption 
that all that is necessary for the pay- 
ment of these international debts in 
goods is to let down American tariff 
bars. However, other considerations are 
involved. Trade between nations is mu- 
tually interdependent not only as a mat- 
ter of maintaining international bal- 
ances of payment but also as a matter of 
balancing the productive activities of 
the trading nations. It can be advanced 
or retarded to some degree by govern- 
‘mental aids or restrictions but only in 
so far as it proves beneficial to both 
buyer and seller. The payment of debts 
by goods depends not only upon the 
willingness but also upon the ability of 
the creditor nation to use the goods. 


CHIEF TRADE LIMITATION 


INTERNATIONAL trade is bound by 
certain limitations independent of any 
artificial restrictions. The supreme theo- 
retical limitation, of course, is the 
amount of foreign goods which any 
country can consume and pay for. In 
actual trade the limitations are far more 
drastic. About 70 per cent of all imports 
into the United States, for example, are 
admitted free of import duty and all 
restrictions. Presumably the United 
States at the present time is admitting 
all such goods-that it can consume in 
normal volume. 

On an average, about 50 per cent of 
the imports of this country are of 
goods not produced in the United 
States or produced in insufficient quan- 
tity to supply national needs—coffee, 


PREMIER MACDONALD 


Discussions at the World Ec- 
onomic Conference will cover 
monetary and credit policy, 
prices, resumption of the move- 
ment of capital, tariff and 
treaty policy, restrictions on 
international trade and organi- 
zation of production and trade. 
Mr. MacDonald will preside 
over the Conference if it is held 
in London. Present plans indi- 
cate that meetings will start in 


July 


tea, rubber, sugar, and the like. Prac- 
tically all of these goods are admitted 
without duty or restrictions at the pres- 
ent time. From 55 per cent to 60 per 
cent of all American imports are of raw 
materials required in American manu- 
factures—rubber, raw silk, manganese, 
and so on. These, too, are admitted free 
of duty or restriction. Since the United 
States already imports all of these com- 
modities it can use it is evident that the 
imports of none of them could be in- 
creased mechanically for the payment 


can points of view with reference to forthcoming 
international negotiations relating to debts, 
tariffs, gold and other matters. 


Domestic: Also in this issue is a group of ar- 
ticles dealing with bankruptcy and overlooked 
phases of inflation, furnishing a composite pic- 
ture of the problem inside our own borders. 


of the debts which European countries 
owe to America. 

It is also evident that any material 
increase in the import of manufactured 
goods now made in the United States 
would reduce American imports of raw 
materials. The United States can use 
only such an amount of raw materials 
as it can work up into finished products. 
The same may be said of semi-manufac- 
tured products. Imports of manufac- 
tured goods from Great Britain, 
France, Germany, Italy and other coun- 
tries to aid them in the payment of 
their debts would cut into the imports 
of raw materials from other countries 
and to that extent would prevent the 
latter from paying their debts to the 
United States. 


NON-COMPETITIVE TRADE 


PERHAPS three-fourths of the inter- 
national trade of the world as a whole 
is largely if not entirely non-competi- 
tive under normal conditions. Each na- 
tion exports such commodities as it 
produces better or more cheaply than 
other nations while each nation imports 
such commodities as it does not produce 
at all or as well or as cheaply as other 
countries. 

This general principle and in fact 
all fundamental trade principles are 
modified by artificial restrictions—by 
protective import duties, import quotas, 
restrictions on exchange and so on. If 
Great Britain wishes to build up its own 
automobile industry or regards auto- 
mobiles as a luxury which can be dis- 
pensed with for the sake of building up 
a more favorable international balance; 
if, under such circumstances, it places a 
high duty on automobiles or restricts 
the number which can be imported, that 
injures the American automobile in- 
dustry. The fact remains, however, that 
in any unrestricted world market the 
import of British automobiles into the 
United States or into other countries 
where they would compete on equal 
terms with (CONTINUED ON PAGE 49) 
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A View That Europe 
Can Pay for It 


UROPEAN countries purchased 

goods from the United States 

when they wanted and needed 
them (1917-1920), and no doubt they 
expected then to pay us. Our Liberty 
Bond holders furnished the goods and 
have not yet been paid. Now, should the 
U. S. Treasury repudiate these Liberty 
Bonds when and if Europe repudiates 
our debt? Or, will Liberty Bond holders 
be expected to forgive the U. S. Treas- 
ury her bonds when the U. S. Treasury 
forgives Europe her debts? 

For many years, from 1492 to 1875 
and later, Europe furnished the United 
States more goods and service—ship- 
ping, cable, insurance, etc.—than we 
could pay for in goods or gold, and 
those countries took settlement in 
American securities and properties. 
There was no seeming disturbance in 
international trade or exchange, and no 
thought or talk on the part of Amer- 
icans about repudiating our debt, for 
value received. 

At one time Europe owned more of 
our railroads than we did, and much of 
our industry, commerce and land. Her 
countries and their nationals own much 
of it yet. And if that ownership went 
to them for goods shipped to us, is it 
unreasonable that the ownership should 
now come back to us for goods shipped 
to them? 


IF 


IF European countries will collect the 
debt owing the United States from those 
who benefited—that is, their citizens 
or taxpayers—merely by presenting the 
customary tax bills properly redistribut- 
ed to include old war debts instead of 
new war costs, and will place these tax 
collections to our credit in their re- 
sponsible local banks (either central 
government institutions or good com- 
mercial banks), we can easily handle 
the “seemingly” perplexing problem of 
remittance without the shipment of 
goods or gold and without any grave 
disturbance of international trade or 
exchange. 

Now, I suggest here five possible 
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By 
JOHN R. STEWART 


Five methods of payment are suggested 
here by Mr. Stewart, who is vice-presi- 
dent of the First Wisconsin National 
Bank of Milwaukee 

methods of remittance which have not 
been offered by Europe for the obvious 
reason that such suggestions might 
nullify the almost electric current of 
mass psychology now being generated. 
Assume that European countries have 
collected the tax and have the next in- 
stallments in good local (European) 
banks. 

Method No. 1. Keep it on deposit in 
their banks for our account until it can be 
advantageously remitted or converted. 

Method No. 2. Transfer it to our 
credit at the Bank for International 
Settlements to be held for our account 
until such time as international ex- 
change is favorable to remit it to the 
United States. 
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... to our credit at the Bank for International Settlements to be held until such 


ee 


Method No. 3. Invest it in American 
securities now owned by European na- 
tionals—including U. S. Liberty Bonds, 
U. S. railroad stocks and bonds, U. §, 
utility bonds, U. S. industrial stocks 
and bonds, etc., of which Europeans 
presently own several billion dollars’ 
worth—and mail them home to the 
U. S. Treasury in Washington, regis- 
tered and insured. No foreign exchange 
problem or mystery involved. When 
the Liberty Bonds get back home they 
will be retired to stop a 414 per cent 
interest burden upon U. S. nationals on 
the very funds on which European na- 
tionals are now paying us either a 
much lower rate or nothing. When the 
other stocks and bonds get back home 
they will be sold (when advantageous) 
to Americans, and the proceeds will be 
used to return more Liberty Bonds. 
The only international effect will be that 
Americans instead of Europeans will 
again own these American securities. 

Method No. 4. Invest it in good 
European securities selected after com- 
petent and careful investigation and 
purchased in Europe from Europeans 
with their own exchange (checks on their 
local banks against deposits created to 
our credit by their local tax payments). 
Mail the securities to the U. S. Treasury 
in Washington, registered and insured, 
to be sold to Americans (when advan- 
tageous), and use the proceeds to retire 
more Liberty Bonds. Americans will 
then own (CONTINUED ON PAGE 62) 
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time as international exchange is favorable to remit it to the United States .. -” 
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Trust Institutions 
Facing the Future 
I. Rebuilding Estates 


conserving existing estates which, 

however depreciated, are still in- 
tact is suggested by the variety and 
complexity of the composition of many 
such estates. 

According to figures issued by the 
United States Treasury Department, 
the assets of estates are distributed as 
follows: 62.40 per cent in stocks and 
bonds, 13.43 in real estate, 9.62 in 
mortgages, cash, etc., 3.31 in life in- 
surance proceeds, and 11.24 per cent in 
other assets. 

The variety of assets of modern 
estates is further shown by these figures 
furnished by a large eastern trust in- 
stitution. This company has recently 
held in estates in process of settlement 
securities issued by more than 1,300 dif- 
ferent companies diversified as follows: 
384 in manufacturing companies, 96 in 
railroads, 164 in public utilities, 51 in 
merchandising companies, 69 in oil 
companies, 111 in mining companies, 
106 in real estate companies, 221 in 
securities of governments and munici- 
palities, 39 in banks, 16 in insurance 
companies, and 17 in investment trusts. 

Or take the variety of assets in a sin- 
gle estate. Among the assets of one 
estate recently settled by this institu- 
tion there were securities issued by 98 
domestic corporations, 23 municipali- 
ties, and 14 foreign governments and 
corporations. 

So much for the variety of assets in 
modern estates. What of the complexity 
of those assets? In the estate just men- 
tioned there were 68 different types of 
stocks and bonds. Take the preferred 
stocks alone. There were first preferred, 
junior preferred, preferred as to divi- 
dends and as to assets and dividends, 
participating, voting, non-voting, cumu- 
lative, non-cumulative, callable, non- 
callable, graduated dividend, converti- 
ble, and carrying warrants. 

In face of such variety and complex- 
ity of assets, can any individual do 


ic: necessity of trust service in 


RUST institutions, facing the 

future, have three definite op- 
portunities and three equally def- 
inite responsibilities. They are, 
first, to help people to conserve the 
estates which, though depreciated, 
are still intact; second, to help peo- 
ple to restore or re-create the estates 
that have been practically wiped 
out; and, third, all the while to 
maintain a high type of personal, 
sympathetic, tactful, human ser- 
vice to individual beneficiaries. 


justice in the settlement of a modern 
estate composed, as most modern estates 
are composed, of a wide variety of 
stocks and bonds which are, themselves, 
of a wide variety and confusing com- 
plexity also? Can any one do justice to 
the settlement or administration of such 
an estate except an organization with 
continuity of existence, financial respon- 
sibility, and a personnel trained and ex- 
perienced in property and investment 
care and management? 


BUDGET THE BALANCE 


THE opportunity and responsibility of 
the trust institution, facing the future, 
relate not only to the conservation of 
estates still in existence but also, and 
even more, to the restoration or re- 
creation of estates that have been large- 
ly or wholly wiped out during the de- 
pression. To the person whose estate has 
been wiped out but whose morale is 
still intact the approach of the trust 
institution is not “Let us help you to 
conserve your estate,” for he has little 
or no estate to be conserved. The ap- 
proach, rather, should be, “Let us help 
you in the rebuilding of your estate.” 
This is the time to take careful inven- 


tory of your present situation and work 
out a definite, practical plan for the 
future. This is the time for individuals 
to budget the balance, rather than bal- 
ance the budget. Budget the balance— 
that is the first step in the restoration of 
estates. And if the balance, properly 
budgeted with the assistance of a trust 
institution through its estate-analysis 
service, leaves any amount, even though 
a small amount, for investment, the 
trust institution may take the second 
step in the restoration of the estate— 
namely, a living trust or an instalment 
life insurance trust (consisting of both 
cash and securities and life insurance) 
to be built up gradually by regular in- 
stalments. 

In the conservation of existing estates 
and in the restoration of vanished 
estates, the opportunity and responsi- 
bility of the trust institution to main- 
tain the same high and distinctive qual- 
ity of personal service that it strove 
to maintain before the depression cen- 
tered attention upon the care and man- 
agement of property and investments. 
In the words of Thoburn Mills of 
Cleveland, Ohio, at the recent Mid- 
Winter Trust Conference, “This takes 
us back to the time-worn but sound and 
fundamental principles of trusteeship. 
We are engaged in a business that de- 
mands the highest degree of good faith 
and conscientious stewardship. We must 
feel very deeply that we are charged 
with the duty and answerable to the 
public for real service—not just the 
hackneyed form of service that implies 
ability to perform mechanical duties on 
schedule, but all that the highest con- 
ception of the word ‘service’ can mean. 
We must be motivated by a desire to 
perform our duties so that our clients’ 
lives will be made happier and easier; 
so that all people with whom we deal 
will feel that we are not thinking of our- 
selves but are striving to solve their 
problems as if they were our own per- 
sonal problems.” 
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Il. Investing Trust Funds 


N a group of trust men such as those 

who composed the fourteenth mid- 

winter trust conference, whose in- 
stitutions are responsible for the proper 
care and management of the huge 
amount of trust investments of our 
country, three questions are under dis- 
cussion: (1) In our retention, selection 
or change of trust investments, to what 
extent should we be influenced by 
statistical studies based upon experi- 
ences of the past? (2) What is the 
present responsibility of our Federal 
Government with regard to trust in- 
vestments—its power to stabilize or to 
jeopardize trust investments? (3) What 
attitude may we expect the courts to 
take with regard to our trust investment 
problems? 

In the violent and wholly unexpected 
fluctuations in the prices of bonds and 
stocks in estates and trusts during the 
past three and a half years, one may be 
disposed at times to question the de- 
pendability or the value even of statis- 
tical studies, including research into the 
history not only of the individual com- 
pany itself but of the whole industry or 
line of business as well. The disposition 
may be to conclude that it is all guess- 
work and that in deciding whether to 
retain, sell, or buy a security, whether 
for a trust account or for one’s own ac- 
count, one may as well swallow, take a 
deep breath, and take a chance, as to 
seek professional guidance on the sub- 
ject of investment securities. 

The Standard Statistics Company of 
New York has made a study of 770 
corporations whose aggregate bonded in- 
debtedness amounts to $40,000,000,000 
“to try to find out,” as it says, “whether 
composite or average reports of corpora- 
tion profits can be made to perform any 
useful service as a forecast tool for the 
bond investor.” This study embraced 
the four-year period, 1928-1931. 

Without reproducing here any of the 
supporting figures or charts, one is 
obliged to conclude, from a study of 
them, that, not always, but more often 
than not, the depression-time levels of 
earnings of broad groups and classes of 
corporations are a direct reflection of 
the earnings of these same classes in a 
period of prosperity; that a mathemat- 
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HE responsibilities that the 

courts are laying down for an 
executor or trustee may be sum- 
marized as follows: 

1. He must exercise the same dili- 
gence and prudence as prudent men 
employ in their own affairs. 

2. In determining this question, 
the court looks at the facts as they 
exist at the time of their occurrence, 
not aided or enlightened by those 
which subsequently take place, and 
because the judgment of an execu- 
tor turns out wrong, it is improper 
to say that he lacks sound discre- 
tion. 

3. The purchase of a speculative 
stock is quite different from the re- 
tention of a stock taken over, hav- 
ing in mind the arrival of a favor- 
able opportunity to sell. 

4. Negligence and a mere error of 
judgment are to be distinguished; 
trustees acting honestly with ordi- 
nary prudence and within the limits 
of their trust are not liable for mere 
errors of judgment. 


ical report of composite or average data 
for any given period has a value as a 
yardstick against which to measure in- 
dividual performance for that period 
and as a basis for computed expectancy 
of individual performance in some fu- 
ture period. 

This study revealed, furthermore, 
that 1928-29 earnings position gave vir- 
tually perfect forecasts of 1931-32 group 
prices. 

While the science of investments is 
not, as yet at any rate, and perhaps 
never can be, an exact science, the sta- 
tistical, historical study of investments 
even now furnishes trust men a very 
helpful, in fact an essential guide in 
determining their cause of action during 
these troublous times. 

In one way or another the trust man 
simply must avail himself of such 
studies of the stocks and bonds in his 
trusts and estates or else run the risk, 
perhaps, of legal liability for not having 


done all that a reasonably prudent man 
would have done with regard to his own 
stocks and bonds of a similar kind and 
character. 

While it may be the tendency now to 
look to the Federal Government for help 
to an extent or in ways that are im- 
possible of accomplishment, trust men 
do feel that the Federal Government has 
in its keeping in a special way the in- 
herent values of the stocks and bonds 
that constitute the trust investments of 
our country. If one could know the 
tragic effect upon trust funds of un- 
sound Governmental action, he need 
only ascertain what became of the trust 
investments of Germany during the pe- 
riod of inflation. 

On this point trust men, naturally and 
properly, are sensitive and concerned, 
for they have in their keeping the trust 
investments that have been provided for 
the sustenance and necessities of the 
women and children of our nation. 

As might be expected the courts of the 
land are applying the rule of reason— 
and of common sense—to the invest- 
ment problems of trust institutions. The 
Supreme Court of the United States, 
speaking through Chief Justice Hughes, 
takes judicial notice of the fact that the 
depression such as the country is now 
passing through is a new experience to 
the present generation and that it is the 
outstanding contemporary fact domi- 
nating thought and action throughout 
the country. 

Here are some of the statements 
found in recent decisions of the courts: 
“There is no need for executors to jetti- 
son worthwhile stocks during a financial 
panic.” ‘“Executors need not wait on 
the stock market, but may properly be 
guided by the tests to be applied, which 
are: What has been the history of the 
companies during a period of years? 
Have they paid regular dividends of 
regular amounts? Have they a proper 
capital structure? Are they wisely offi- 
cered? Has a successful business con- 
tinued over a period of time? Have they 
achieved a standing in commercial cir- 
cles? Have they behind them an estab- 
lished dividend record over a period of 
years?” The courts understand the prac- 
tical investment problems of the present. 


Ill. Trusts and the Public Welfare 


of a life insurance company was to 

create estates and of a trust insti- 
tution to conserve estates. It was real- 
ized even then that these functions 
could not be held in separate compart- 
ments—one labeled creation and the 
other conservation—that the content of 
each compartment would necessarily 
overflow into the other. 

In former years also, trust institu- 
tions were interested primarily in the 
trust business to be obtained from peo- 
ple with sizeable estates already in ex- 
istence. They were seeking primarily 
executorships, living trusteeships, and 
bonded life insurance trusteeships. But 
now that so many estates have shrunk 
to small proportions or have disap- 
peared entirely, it seems obvious that 
the trust institution, if it is to make the 
maximum contribution to the public 
welfare under existing conditions, must 
consider another type of activity. 

While still seeking the business that 
comes from existing estates, it must 
work toward the re-creation and re- 
construction of estates, if some of its 
clients are to leave funds to be trusted. 
It seems that the trust institution could 
make a substantial contribution along 
this line by offering to accept living 
trusts with a small initial deposit of 
cash or securities and with small month- 
ly, quarterly, or irregular additions 
thereafter, thus helping clients gradu- 
ally to rebuild their estates. 

Furthermore, under present condi- 
tions life insurance offers the one way 
by which many a man may leave any 
estate at all to his family. It stands to 
reason, therefore, that the more clearly 
trust institutions realize just what the 
contracts offered by life insurance com- 
panies can do in the present situation, 
the more valuable will be their present 
contribution to the public. In some in- 
stances life insurance is not available 
in this process of re-creation. In those 
cases the living trust built up by instal- 
ments may be the only logical method. 
In most cases a combination of life in- 
surance and living trust—sometimes 
called the instalment insurance trust— 
may be available. 

Another way by which the trust in- 


[: used to be said that the function 


S trust institutions face the 
future, there appear to be five 
ways, at least, in which they may 
make valuable contributions to the 
public welfare at this particular 
time in our nation’s history. 
These ways are (1) helping in- 
dividuals to re-create or rehabili- 
tate their estates, (2) helping to 
build estates that will be free of the 
vicissitudes of their businesses or 
professions, (3) helping industrial 
corporations to establish adequate 
reserve funds for their employees, 
(4) encouraging the establishment 
of business insurance trusts, and 
(5) selling their services on their 
intrinsic worth. 


stitutions may contribute at this time 
to the public welfare is by impressing on 
customers the importance of building 
estates that will be independent of the 
vicissitudes of their own businesses or 
professions. 

The present situation should convince 
everyone of the wisdom of having an 
“anchor to the windward” in the form 
of some assured income independent 
of his business or profession. 

Too many professional men, such as 
engineers and architects, staked every- 
thing upon the income from their pro- 
fession and, when their professional in- 
come fell off, by reason of general busi- 
ness conditions, the situation with them 
became serious. 

The trust institutions may neglect an 
opportunity to contribute toward the 
public welfare if they do not urge on 
their customers the importance of build- 
ing an estate which is not bound up 
with the fortunes of their business or 
profession and if they do not bend 
every effort to develop practical ways and 
means for accomplishing this service. 

Trust institutions can make another 
valuable contribution to public welfare 
at the present time by assisting indus- 
try to solve the problems of retirement 
plans for employees. 

The past few years have witnessed 
some tragic failures in employee-benefit 
plans. Some corporations have not car- 


ried their benefit funds separately. Dur- 
ing the financial emergency years the 
money has in some instances been used 
for other purposes. Other plans have 
failed because of unsound beginnings, 
the amounts needed to follow through 
on the plan not being scientifically cal- 
culated. Other concerns in the prosper- 
ous years invested the welfare funds too 
enthusiastically and too liberally in their 
own stock. 

The advantages, already stated, of 
setting up a special fund for individual 
financial independence—a fund sepa- 
rate and apart from funds involved in 
business transactions—apply with equal 
force to the setting up of special funds 
for the financial independence of employ- 
ees through the instrumentality of what 
are coming to be called industrial trusts. 

Any contributions which trust institu- 
tions can make in the form of evolving 
practical pension plans for employees 
will serve a highly valuable purpose. 

In many moderate-sized corporations, 
the need for a stock-purchase plan of 
business life insurance trust is extremely 
urgent now. There is no question that 
the trust institution can make a very 
worthwhile contribution to public wel- 
fare by emphasizing the advantages of 
the business insurance trust among these 
concerns. 

Today there are families in financial 
straits because they are not receiving 
the dividends to which they looked for- 
ward as their chief source of income. 
There are cases in which the question of 
stock-control has interfered with the 
success of certain concerns, and, there- 
fore, with the success of individual em- 
ployees. There is a responsibility upon 
trust institutions, no less than life in- 
surance companies, in educating the 
public to the value of the business in- 
surance trust among both the outstand- 
ing and moderate sized organizations. 

There are trust plans which seem to 
offer certain tax-saving advantages. The 
public is interested in any plan that 
holds out a promise of tax reductions. 
Trust institutions, no less than life in- 
surance companies, must combat a ten- 
dency on the part of some of their rep- 
resentatives to sell services on the basis 
of tax savings. 
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The Navy Is 


National Insurance 


By W. V. PRATT, Admiral, U. S. Navy 


GALLOWAY 


Why the Conditions Today Warrant Maintaining This Insurance 


Admiral Pratt has been chief of naval 
operations since 1930. He accompanied 
President Wilson to France in 1918, 
served as naval expert assistant to the 
American committee at the Washington 
Conference in 1921-22, and was naval 
advisor to the American delegation at 
the London Conference in 1930 


N Navy Day, October 27, 1932, 
President Hoover issued a state- 
ment to the press, the opening 
sentence of which was “I take the occa- 
sion of Navy Day to remind the nation 
that the national defense is the first and 
most solemn obligation placed upon the 
Federal Government by the Constitu- 
tion.” If one will read the statements, 
messages to Congress and formal ad- 
dresses made by our various chief ex- 
ecutives, it will be found that this state- 
ment of policy runs as a clear, direct 
line from the time of Washington, the 
Father of our Country, to the present. 
Why should it have been necessary 
for every President, almost without ex- 
ception, to stress this thought at some 
time during his administration? It was 
to remind the Congress of the duty im- 
posed upon it, to inform the people of 
this nation of the danger awaiting it, if 
this policy is not carried out, and to give 
them the assurance that if this duty is 
properly attended to, then this country 
may survive through the ages, and the 
purposes for which it was founded— 
justice, freedom, equality of opportu- 
nity—would live. 
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Every man who gives thought to the 
welfare of his family, who seeks to have 
it carry on in prosperity and not in ad- 
versity, provides for it in one form or 
another with insurance. Every nation 
which leads the purposeful and not the 
negative life, provides for its continu- 
ance by taking out a national insurance 
policy. This national insurance consists 
of the armed military and naval forces. 
Until the ideals of love, kindliness, char- 
ity and justice prevail over the prac- 
tices of aggression, certainly lawlessness, 
crime, suspicion and fear will prevail, 
faith will be shattered, and hope of a 
millennium where only good will domi- 
nate, will be deferred. As well ask a city 
to give up its police forces organized for 
the suppression of lawlessness as to ex- 
pect any government, regulating the con- 
duct of its business on sound, safe lines, 
to give up those national forces called 
into being and maintained for the pro- 
tection of its national integrity and law- 
ful interests. 

The world is overflowing today with 
two distinct types of men who, working 
from extreme and different points of 
view, are endeavoring to force complete 
disarmament down the throats of the 


average sane, normal citizen. These are 
the impractical idealists and _ those 
whose aims are the destruction of our 
form of government. Queer bedfellows. 


OUR CONSTANT POLICY 


SINCE the founding of this nation, we 
have pursued one course of conduct in 
our international relationships, with 
probably less deviation from it than has 
happened in the history of any modern 
state. Expressed tersely, it may be 
summed up as follows: We are opposed 
as a people to the application of mili- 
tary force in the conduct of our inter- 
national business, and we do believe in 
the method of arbitration, conciliation 
and compromise. This policy pursued 
through the years has left us with this 
heritage, that despite the waves of law- 
lessness which have swept over us often, 
we are still regarded by others as one 
of the foremost peace-loving nations of 
the world and the champion of the un- 
der-dog. 

Wherever an American goes he is 
viewed with less suspicion and fear, es- 
pecially by the smaller nations, than 
possibly is almost any other national. 
So long as any country is bent on the 


It is time for the people of this country to stop trusting to luck, 
to do a little sober thinking, to remember that words without 
action count for little, to become practical in matters concerning 
the country’s welfare, and to be ready with our house in order if 
another storm breaks as in 1914.—The Author 
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accomplishment of its aims by peaceful 
methods it never views America with 
fear or suspicion; but let it depart from 
this policy and pursue the path of ag- 
gression and force, and almost overnight 
friendliness seems to disappear. We are 
on the other side of the fence, and it is 
not because we have hopped over; it is 
usually the other party that has. 

In the realm of principle we do not 
dicker and deal; we do not compromise, 
sometimes to the extent of being rather 
brusque in what we say, but we are 
straightforward and perhaps that is why 
the less powerful nations trust us and 
do not fear us. Anyhow, as the result 
of many years of trying to follow the 
path of peace in the conduct of our in- 
ternational relationships, we are usually 
one of the foremost subscribers to those 
agreements, notably treaties of arbitra- 
tion, limitation of armament treaties 
and non-aggression pacts such as the 
Kellogg-Briand Pact. 


THE COMMERCIAL ASPECT 


FURTHER, as a great trading nation 
we have found that it is to our interest 
to keep out of war, so far as it is human- 
ly possible to do so and still preserve the 


KEYSTONE-UNDERWOOD 


Above, left, the U. S. S. New York lead- 
ing a line of Uncle Sam’s battleships. 
Right, the latest addition to the cruiser 
fleet, the U. S. S. Indianapolis, at anchor 
recently off Annapolis, Maryland 


dignity and lawful rights of our great 
State. We have always advocated the 
open door for the trade of the Orient, 
one of the great markets of the world, 
as against the policy of special regional 
interests. In effect, starting as an unim- 
portant poor country, whose trade as a 
neutral during the great Continental 
wars of the last century was permitted 
on sufferance, who paid tribute to the 
Barbary pirates, we have now grown to 
the position of being one of the most in- 
fluential voices in world affairs, a voice 
sufficiently powerful to be heard during 
the World War, when we set forth our 
pronouncements upon the rights of neu- 
trals. Since the War we are beginning to 
realize as a result of war debt discus- 
sions, even had we not entered the War 
as one of the active combatants, that as 


Below, one of the Navy’s newest under- 
seas craft, the submarine V-6, which 
carries a crew of 65 officers and men 
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a rich and great trading and producing 
country we would ultimately pay most 
of the price of the War in all save the 
loss in man power; which of course, it 
is right in all fairness to say, is the 
greatest price a nation can pay, the pay- 
ment of the blood of its sons. Thus, 
policy, precedent and interest lead us to 
seek the path of peace rather than that 
of war in the pursuit of our national 
destiny. Whether we realize it fully or 
not, we are today one of the big cogs 
in the peace machinery of the world, 
perhaps the biggest. 


THE PEACE MACHINERY 


UP to this point we have been tread- 
ing on firm ground. Now let us see what 
practical steps we have taken to make 
our stand as an instrument of the peace 
machinery effective. Let us leave out of 
consideration all treaties except those 
which are most closely connected with 
the subject under discussion. These are 
limitation of armament treaties and the 
Kellogg-Briand Pact. 

To begin with, we are out of the 
League of Nations; therefore we work 
independently. We have no obligations 
there except (CONTINUED ON PAGE 48) 
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THE MONTH 


KEYSTONE 


Adolf Hitler, on as- 
suming the Chancel- 
lorship, said, ‘The 
Parliamentary - Demo- 
cratic system must be 
fought” 


WIDE WORLD 


The Duc de 
Guise, French 
Pretender, in a 
manifesto, call- 
ed for “the co- 
operation of 
allFrenchmen” 


Debuchi, Tokyo’s envoy, says 
that Japan intends to “contrib- 
ute her share to the promotion of 
peace, order and progress” in the 
Far East 


Governor’ Her- 
ring of lowa, 
whose proclama- 
tion on the sub- 
ject of farm 
mortgages pre- 
ceded the deci- 
sion by several 
large holders of 
such mortgages 
to suspend fore- 
closures for the 
present 


KEYSTONE 
Senator Reed of Pennsylvania cautioned Mr. Roosevelt against deal- 
ing personally with foreign debtors, and thereby making the same 
error as “when President Wilson chose to go in person to Paris” aiane 
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EDITORIALS 


Plans. 


THERE are more recovery plans being produced 
today than ever before and there are signs that we 
have not yet reached the peak. All have one thing, 
at least, in common. They describe each step with 
meticulous care until they reach the question of police 
power. At this point they hurry by with hardly more 
than a curt glance or, in some cases, they make a wide 
detour to avoid the matter entirely. 

Unless there is someone to say what to do, when 
to do it and compel obedience from those who disa- 
gree, no plan could be maintained for any length of 
time. Every plan that was ever advanced for regulat- 
ing production and distribution, in accordance with 
the best in human intelligence and modern scientific 
methods, requires for success one of two things—a 


miraculous change in human nature or a powerful 


army to enforce the orders of the plan manager. Dic- 
tatorship must be the center of any plan; yet surpris- 
ingly few plan producers have faced this fact frankly. 
Even these have failed to discuss such details as how 
the plan manager would be selected, or whether any 
individual exists who is capable of wielding the neces- 
sary power intelligently. 


The Federal Budget 


THE second session of the Seventy-second Congress 
will go down in history as the last of the “lame duck” 
sessions. Very few important issues have been dis- 
posed of, even temporarily. The national budget has 
not been balanced by increasing the Government 
revenues because the tax paying public has shown an 
increasing reluctance to have its tax burden increased 
at the present time. 

It has not been balanced by cutting down the ex- 
penses of the Government sufficiently because inter- 
ested groups have interfered or because all practicable 
cuts have been made except in the one very important 
line of appropriations for war veterans. Congress is 
very considerate of veterans. 


THE NEXT CONGRESS 


AS the old Congress merges into the new the chief 
question is whether or not the important national 
issues involved in banking legislation, the tariff, mort- 
gage relief, and taxation will be disposed of by in- 
coming statesmen. Action upon the question of raising 
duties and establishing a “compensating” tariff on 
goods imported into the United States from countries 
whose currencies are depreciated was postponed 


largely upon the ground that this subject was one 
peculiarly involving a major policy of the incoming 
administration and therefore should be left to the 
new Congress. 

To some extent this feeling has guided congressional 
action, or rather inaction, in matters of economy in 
government. The new President will have broad pow- 
ers for the reorganization of the Government; and 
economy naturally is closely related to such a reor- 
ganization. Since the announced plans of the new 
administration involve heavy expenditures for farm 
and unemployment relief, for such measures as the 
reconstruction and rehabilitation of the Tennessee 
Valley in connection with Muscle Shoals power and 
for many other enterprises it has been felt that bal- 
ancing the budget also should be left to the new 
régime. 

Taking the situation as a whole, however, the real 
reason for congressional inactivity has been congres- 
sional uncertainty. 


AIMLESS 


CONGRESS, in short and in the language of one of 
its members of other days, has not known where it 
was “at”. When the Finance Committee of the United 
States Senate invited 50 of the nation’s leading finan- 
ciers, business men and economic thinkers to come to 
Washington and tell the committee what is the matter 
with the country it reflected congressional sentiment 
very accurately. 

This sentiment in Congress is an indication of un- 
certainty and confusion in the country at large. Much 
may be said against Congress as an institution and 
against its members as individual statesmen but the 
fact remains that not only do most of the individual 
members endeavor to represent public sentiment in 
their constituencies but they come rather close to 
doing so. Congress has moved sideways in the session 
now closing because members of Congress have been 
afraid of making mistakes. When a statesman in 
Washington makes a mistake it is promptly registered 
back home and a statesman soon loses his job. 


PASSING THE RESPONSIBILITY 


HENCE the disposition of the old Congress to pass 
on the responsibility to the new Congress can readily 
be understood. Moreover, under conditions of the 
past two years, neither political party has been wholly 
responsible for legislation. 

A nominal majority in the House of Representa- 
tives has been checked by a nominal majority of 
another complexion in the Senate while both have 
been crippled by a bloc (CONTINUED ON PAGE 42) 
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The picture presented is not a mere flight 


of the imagination. It is a picture already limn- 
ed in the history and experience of other coun- 


tries which have tried to lift themselves out of 


financial difficulties by such methods or which 
have been forced to abandon the straight and 


narrow path by conditions over which they 
have had no control. In spite of present diffi- 
culties in the United States, this nation is not 
forced into any such a course. Nor is there any 
real financial advantage in adopting a policy 
of lowering the nation’s monetary and finan- 


N THE House of Representatives in 
Washington over 40 bills have been 
introduced to cheapen the American 
dollar; in the Senate another score of 
bills have the same object. There is 
abundant reason to anticipate that in 

the new Congress these measures will 

be brought to issue and fought over 
with an intensity not witnessed since 
the hectic days of the free silver cam- 

paign of 1896. 

The demand of producers for higher 
prices for their output, the demand of 
debtors for relief from debts which have 
become unbearably oppressive have 
formed a back log of sentiment in favor 
of inflation which will not be thwarted 
easily. Its reasoning is specious and the 
plan seems easy. The country has had 
inflation in recent years followed by de- 
flation; therefore, it is said, let the gov- 
ernment inflate or “reflate’” and prices, 
wages and debt values will be back 
where they were. Corner any one of 
nine-tenths of the statesmen in Wash- 
ington, however, pin him down to an 
exact definition of what he means by in- 
flation and you have one of some 57 
varieties of definitions, started glibly, 
ended feebly and running off into the 
idea of “give us more money.” 

Through all of the proposed plans 
runs the central idea of making it easier 
to get hold of a dollar. 

Inflation, however, is not so easy as it 
sounds. It works more ways than one 
and has dangers that even the advocates 
of cheap money may regard with much 
misgiving. The central idea of these in- 
flation proposals is to raise prices by 
reducing the purchasing power of the 
dollar. This can be done directly only 
by a voluntary reduction in the gold 
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cial standards 


content of the dollar. It may be done 
indirectly by a course of financial policy 
resulting in the “watering” of the mone- 
tary unit. 

The most prevalent idea of how this 
can be done is based upon the quantity 
theory of money—the theory that the 
volume of money in circulation is bal- 
anced with the commodities it buys and 
that if the amount of money in circula- 
tion is increased each dollar will buy 
just that much less in commodities, 
prices will be higher, wages will be in- 
creased, the farmer or other producer 
will receive more for what he has to sell 
and can pay more upon the debts he 
owes, so that the entire machinery of 
business will be given a push. 


TWO SORTS OF INFLATION 


THIS theory of reducing the value of 
the dollar might work if in fact the 
amount of money in circulation in this 
country were limited and if there were 
no other factors in the problem. For all 
practical purposes, however, there is no 
limit to the amount of money available 
for business and there are other and 
more important factors to be considered. 

There are two principal sorts of infla- 
tion, inflation of currency and inflation 
of credit. To some extent each represents 
an increase of currency or credit result- 
ing from a drain or strain upon existing 


The country today can issue more 

good, sound, 100 cent dollars in 

currency than it ever could before 

— it not only could but would do 

so on the mere demand of banks 
for it for use in business 


Inflationism 


monetary facilities. Inflation of the cur- 
rency may result from a drain upon the 
currency system caused by hoarding. 
Hoarding withdraws from circulation 
money which must be replaced to serve 
the ordinary demands of business. If the 
hoarding and resultant replacement are 
persisted in long enough, the dollar be- 
comes insufficiently supported by the 
gold stock and we have the basis of an 
inflated currency. 

Currency may also be inflated by a 
drain upon the system from abroad 
which takes away the necessary gold 
support from currency, leading to de- 
preciation and possible inflation. There 
can also be inflation of both currency 
and credit where the Federal Govern- 
ment, and to some extent state govern- 
ments, fail to balance their budgets and 
pump securities or note issues into the 
banks and the investing public to meet 
their expenditures until the govern- 
ment’s credit is undermined. 

Finally, inflation of credit can occur 
when there is an inordinate demand for 
credit for expenditures not represented 
by sound values—in other words, for 
abnormal speculation. An example of 
the former occurred in the gigantic Gov- 
ernment issues during the World War. 
An example of the latter is the credit 
inflation of 1926-1929. 

There is another factor in the rela- 
tions of money and credit to business 
which lies in the turnover or velocity of 
either or both. It is quite evident, for 
example, that a ten-dollar bill which 
changes hands three times a day has the 
same effect upon the volume of business 
as thirty dollars which changes hands 
once in the day. 

Apply this principle to the entire 
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monetary circulation of the country and 
it can be realized how tremendously im- 
portant activity in turnover becomes in 
adjusting monetary circulation to the 
needs of business. A small circulation 
actively employed is more effective in 
meeting the needs of business than a 
larger circulation held in bank vaults, 
in pockets or hoards. The same principle 
similarly applies to the use of credit. 

At the present time not a single one 
* of the conditions on which inflation can 
be based is operative. The Government 
has failed to balance its budget but the 
deficit so far, though large, is not large 
enough to water currency or credit suffi- 
ciently to shake public confidence. 
Hoarding also is prevalent but this, too, 
has not been sufficient to overcome con- 
fidence. There is no drain of gold or 
credit abroad which cannot be quickly 
and comfortably met. There is no ab- 
normal demand for credit in specula- 
tion. Finally, the velocity of currency 
and credit movements is the lowest for 
many years. Nevertheless there are fac- 
tors present which may lead to inflation 
whether it is desired or not. 

The theory that more money in cir- 
culation will boost prices is based upon 
the assumption that there is not enough 
money in the United States with which 
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One of the money presses in Washington 


to do business or, at all events, that 
more money could be used. It is just 
here that the theory falls down. During 
the month of January the money ac- 
tually in circulation in the United 
States averaged more than $500,000,000 
above the highest point reached by the 
currency in the boom year of 1929 and 
in fact was higher than it ever had been 
before except in the panic conditions of 
the past year. It is true that a consider- 
able portion of this money is hoarded, 
but the fact remains that the money ac- 
tually available for business is larger in 
proportion to business transacted than 
it ever has been. Moreover, the present 
monetary gold stocks of the United 
States in theory would carry just twice 
the present monetary circulation with 
the legal 40 per cent gold coverage. 


AVAILABILITY OF CREDIT 


MONEY in actual circulation, however, 
is only a part of the story. It is chiefly 
important as the basis for credit. Usu- 
ally credit money in the form of bank 
and other deposits runs from 10 to 15 
times money in actual circulation. It so 
happens that at the present time there 
is more credit available than ever be- 
fore in the history of the country. 
During January the total volume of 
Federal Reserve Credit averaged about 
$2,100,000,000 or about $375,000,000 
more than the highest volume in 1929. 
Member bank reserve balances, which 
in a general way measure the lending 
power of member banks, averaged close 
to the highest point in 1929. All this 
reserve credit, moreover, represents only 
about 60 per cent of the credit resources 


In 1526 Copernicus, Polish scholar, ex- 
pounded what is known as Gresham’s 
Law—“bad money drives out good”. 

Representative Wright Patman, whose 
bill to provide $2,000,000,000 in paper 
money for paying the soldiers’ bonus is 
typical of doctrines now apparently in 

the ascendent 


of all of the banks in the United States. 

Nevertheless a disconcerting propor- 
tion of this available credit is dead. On 
the first of February outstanding Fed- 
eral Reserve credit totalled $2,070,000,- 
000. Of this total $1,763,615,000 was 
in Government securities and only 
$300,028,000 was in commercial bills 
discounted or bought in the market. In 
February, 1929, when business pre- 
sumably was at its highest point, the 
proportion was the other way—$184,- 
000,000 in Government securities and 
$1,274,000,000 in bills. Less credit was 
available but more was in active em- 
ployment. 

It is the use of this currency and this 
credit which counts. What is the matter 
with the country today from a monetary 
standpoint is that this currency and this 
credit are not being properly employed. 
Credit is not being used for general busi- 
ness; and money in actual circulation, 
aside from that in hoarding, is not be- 
ing turned over rapidly enough. It was 
for this reason that the Federal Reserve 
System about a year ago entered upon 
its “easy money” policy. By purchas- 
ing Government securities’ it forced 
money into banks in the hope and ex- 
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pectancy that a plethora of money 
would force its more liberal use in 
credit. By accepting Government securi- 
ties as a part basis for Federal Reserve 
notes it released over $700,000,000 more 
gold as the basis of more currency if the 
latter was needed. The fact is that it has 
not been needed. 

For months the Federal Reserve Sys- 
tem has been engaged in what is prob- 
ably the most gigantic effort at sound 
inflation the world ever has known. It 
has not succeeded in raising prices ma- 
terially; at best it has succeeded in pre- 
venting prices from going lower. The 
experience of the past year has demon- 
strated beyond question that the coun- 
try under present conditions will not, 
because it cannot, use more money. The 
money is there to use if and when it is 
required. 

This general demonstration of the re- 
fusal of the country to use more money 
is illustrated by the specific example of 
the attempt to inflate the currency by 
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the emission of more national bank 
notes. Under the provisions of the Glass 
measure permitting national banks to 
issue additional national bank currency, 
which the Senator offered as a plan for 
a “mild degree of inflation” to head off, 
as he said, worse measures, the banks 
could issue additional currency to the 
amount of about $920,000,000. At 
last accounts they had actually issued 
less than $175,000,000. This currency 
promptly displaced a corresponding 
amount of Federal Reserve notes, and 
the total amount of currency in circula- 
tion is actually less at the present time 
than when the measure was passed. 
Under present business conditions the 
issue of more currency in the United 
States merely means that the new money 
will go where the old money has gone— 
into bank reserves and Government 
bonds. If the new currency is insuffi- 
ciently supported by gold, it will drive 
the older and better money into hiding. 
There isn’t a particle of doubt about it, 


The remedy does not lie in tam. 
pering with the standard but rather 
in more rapid turnover, more rap.- 
id circulation, and by increasing 
the use of credit.—The Author 


for this is exactly what it has always 
done and always will do. 

This is just as true of various plans 
for the remonetization of silver as it is 
of the various plans for the issue of 
unsound paper money. All of them di- 
rectly or indirectly undermine the gold 
standard and involve more or less re- 
pudiation. 

It is perfectly true that, in the sense 
that its buying power at present is ab- 
normally high, the dollar is not “an 
honest dollar” any more than it would 
be if it were watered to a point where 
it would buy (CONTINUED ON PAGE 61) 


Currency Standards 


Defined 


URRENCY systems may be classified in two gen- 

eral groups: (A) those based on some specific 
metal or metals and (B) those not so based. Among 
the former are the gold standard, silver standard and 
bimetallic standard. Each of these is in turn subject 
to possible variations. The various existing kinds of 
currency systems follow: 


(A) Systems based on some metal 
(1.) Gold standard 
(a) gold coin standard 
(b) gold bullion standard 
(c) gold exchange standard, principally: 
(i) dollar exchange standard 
(ii) franc exchange standard 
(iii) lira exchange standard 
(2.) Silver standard 
(B) Inconvertible currency systems 
(1.) Simple inconvertible currency 
(2.) Managed inconvertible currency 
(3.) Foreign exchange standard 


These will be defined in the order listed above. 


GOLD STANDARD 


A COUNTRY has the gold standard when the internal 
value of its currency is kept at parity with gold by the 
maintenance of a free gold market. By the latter is 
meant unimpeded convertibility of the currency into 


gold and vice versa, at a fixed ratio and without maxi- 
mum limit and unimpeded importation and exporta- 
tion of the yellow metal. Moreover, gold must be un- 
limited legal tender. 

The gold coin standard is that form of the gold 
standard wherein the currency may be freely converted 
into gold coin at a fixed ratio and without maximum 
limit; also free (unlimited) coinage of gold exists. 

The gold bullion standard is that form of the gold 
standard in which the currency is freely convertible into 
gold bullion and vice versa at a fixed ratio and without 
maximum limit. 

In the gold exchange standard the currency is con- 
vertible into some foreign gold coin standard or gold 
bullion standard currency, and vice versa, at a fixed 
ratio and without maximum limit; in other words, the 
currency is indirectly convertible into gold. The several 
foreign exchange standards are simply derivatives of 
the gold exchange standard. Thus, so long as the dollar, 
the franc and the lira remain on a gold basis, currencies 
kept convertible into dollars, francs or liras are on the 
gold exchange standard. Prior to September 21, 1931, 
the sterling exchange standard was a form of the gold 
exchange standard. When on the date mentioned, Great 
Britain suspended gold payments, currencies on the 
sterling exchange standard ceased to be on the gold 
exchange standard, and fell under class B 3 above. 

Where the gold standard has legal but not de facto 
existence, because of impairment of one or more at- 
tributes of the gold standard as described above, the 
currency is still regarded as having a certain theoretical 
parity in gold. Mexico is in this category. 


| 


The Journav’s Survey 


of the Uses of 
Make-Believe Money 


CEN TA | 

‘ SELF. HELP. HELP EXCHANGE 

EXCHANGE HANGE CERTIFICATE 
Exchange, an Oklahome: 


patent medicine business in the 
United States that cleverly worded 
advertisements so described the symp- 
toms of the disease to be cured that 
every reader felt sure he had it. Like- 
wise in business depressions cleverly 
conceived schemes for leading the coun- 
try out of its financial ills so describe 
symptomatic conditions that the remedy 
seems obvious. It is upon such psychol- 
ogy that the movement toward barter, 
the use of scrip, “wooden money” and 
all such schemes is based. 

There has been much smoke and lit- 
tle fire in the movement and careful 
investigation shows that the movement 
is far less extensive and important than 
has been reported. Nevertheless schemes 
of some sort based upon barter or vari- 
ous forms of extra-legal money have 
been tried in more than a hundred 
communities, and more than another 


[: WAS once the foundation of the 


Barter and Scrip 


Some examples of scrip. The Self- 
Help Exchange certificate and Na- 
tural Development Association cou- 
pons are redeemable in goods or ser- 
vices, the certificate of the Dayton 
Mutual Exchange in goods only 


hundred are seriously contemplating 
such enterprises. It is too early, as yet, 
to report authoritatively as to the suc- 
cess or failure of these plans from a 
financial or business standpoint, though 
there is not much doubt that many of 
them have been fairly successful in the 
way of affording relief for the indigent 
and unemployed. 

Barter is supposed to be the basis 
for most of these plans but as a matter 
of fact genuine barter has a small place 
in the picture. There is a certain amount 
of real barter going on in the country 
all the time. For many generations the 
farmer has been accustomed to trade his 
butter and eggs for sugar and coffee at 
the country store. If the country store 
keeper is satisfied with one profit there 
is an advantage in the system both for 
the farmer and the dealer. Likewise 
when the farmer trades a broken down 
flivver for agricultural implements or 
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THE DAYTON MUTUAL EXCHANGE 


grain for other supplies, in fact if he 
trades anything for anything else, the 
system has advantages, for profits of 
middlemen have been avoided. 

During the current depression there 
has been an increase in this method of 
buying and selling, and many commu- 
nities all over the country have sought 
to encourage the practice by the estab- 
lishment of local barter exchanges. In 
several of the western states, particularly 
in the west north central and mountain 
states, warehouses have been rented 
either by the community government 
or by associations where goods to be 
exchanged can be brought and trades 
made. 

Almost if not quite all these estab- 
lishments have grown out of efforts 
toward local unemployment relief. They 
are cooperative in organization and rep- 
resent an endeavor to exchange labor 
or whatever the unemployed have and 


SILVER STANDARD 


THEORETICALLY, the silver standard may have as 
many forms as the gold standard. Actually, only two 
countries—China and Hong Kong—have the silver 
standard in the sense that the internal value of the cur- 
rency is kept at parity with silver. Actually, the exist- 
ence in China of an embargo on the importation of 
foreign silver coins is a technical impairment of the 
silver standard. Moreover, note must be taken of the 
fact that not all the currency is kept convertible into 
silver at a fixed ratio (e. g., copper coins and certain 
bank notes) ; in Manchuria much inconvertible paper 


circulates; local embargoes on outward silver move- 
ments are not unknown. These impairments of the full 
silver standard in China—various of them apply also 
in Persia and Ethiopia—are not the case in Hong 
Kong, where the silver standard today has its fullest 
development. 


INCONVERTIBLE CURRENCY SYSTEM 


INCONVERTIBLE currencies are currencies not kept 
convertible into gold or silver at some fixed ratio. A 
simple inconvertible currency is one the value of which 
is temporarily or indefinitely divorced from that of gold 
or silver merely through absence of convertibility, but 
where there is no continuous attempt to regulate the 
purchasing power of the money. 

A managed inconvertible currency is one of which the 
currency or banking authorities attempt more or less 
continuously to regulate the value by altering the quan- 
tity of currency and/or other credit instruments in cir- 
culation. Management may be directed toward regulat- 
ing the internal value of the currency or it may be 
directed toward regulating the external value. 

Currency management is not confined to inconvert- 
ible currencies. In most convertible currencies there is 
some management. 
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do not want for things which they need. 
Such an organization, however, soon 
involves other factors. Goods or labor 
sold must be valued in some unit—ulti- 
mately, of course, in standard currency. 

It is evident also that exchanges of 
goods or labor cannot be effected im- 
mediately and there must be some means 
of carrying over the credit between sale 
and purchase. Hence arises the issue of 
barter certificates, scrip, ‘““wooden mon- 
ey” or the same thing under other 
names. Usually these tokens are in terms 
of dollars and cents. In some cases, such 
as the Salt Lake City institution de- 
scribed below, these certificates or scrip 
are in units of dollars and cents under 
other names. At Salt Lake the units are 
“vallor’—a combination of “value” and 
“dollar” —and centi, or cents by another 
term. 


SALT LAKE CITY PLAN 


AN ELABORATE establishment of 
this sort seems to be that known as 
the Natural Development Association 
whose head office is located in Salt Lake 
City, Utah. It began operations in a 
small way as a non-profit concern in 
October, 1931, and was formally incor- 
porated in January, 1932. The organiza- 
tion includes seven branches in Utah 
with a separate state organization em- 
bracing five cities in Idaho. There is 
a branch also in Phoenix, Arizona, and 
one in Oakland, California. 

The Salt Lake City unit has about 
1,400 members. Each member joins the 
organization by the payment of $5. He 
is then entitled to bring his goods or 
supply his services to any of the several 
stores the organization maintains and 
receive his pay therefor in the form of 
registered books containing scrip for 
values ranging from $5 to $25, which 
he can use to make purchases at the 
stores. 

In theory this scrip is reissued to him 
for new goods or services, but the plan 
has not worked out very well in that re- 
spect. In the purchase of some com- 
modities only part scrip is received in 
payment,. particularly in commodities 
which must, be purchased from non- 
members. All employees are 
paid in scrip. The institu- 
tion forms a ready market 
for farmers, and in the sea- 
sons when farmers are mov- 
ing their surplus production 
it has done from $4,000 to 
$5,000 of business per day, 
the volume in other seasons 
being far less. 

Undoubtedly the plan has 
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New York City exchange 


furnished food and shelter for many 
persons who could find no other way 
of obtaining them. The use of the scrip 
is not confined to members but at times 
passes through many hands as money, 
a local estimate being that 15,000 per- 
sons have accepted and used the scrip 
in the past year. This concern is one of 
the few, if not the only one, whose scrip 
is cleared through local banks. 

A similar institution is being set up in 
Oklahoma City by the initiative of a 
group of unemployed people under the 
supervision of the local emergency un- 
employment committee. Under this ar- 
rangement the committee is establishing 
a store which will be stocked by the pur- 
chase of clothing, farm produce and 
similar goods in usual demand, which 
will be paid for in scrip. The goods will 
then be sold for scrip at enough of an 
advance to cover overhead. Doctors, 
dentists and other crafts and professions 


Obverse of a Hawarden “dollar”, with 
lines for the signatures of the mayor and 
city clerk 
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have agreed to accept scrip in payment. 

Similar plans, on a smaller scale, have 
been operated in an “unemployment 
relief club” at Waterloo, Iowa; in an 
“unemployed married men’s council” at 
Omaha; and in the Dayton Mutual Ex- 
change, organized under the community 
chest at Dayton, Ohio. 


TWO CLASSES OF SCRIP 


WHILE the barter schemes have devel- 
oped the largest institutions in the gen- 
eral movement, they are perhaps of less 
importance than the scrip or local mon- 
ey plans which have developed out of 
the more simple enterprises. The scrip 
money movement has assumed perhaps 
half a dozen rather distinct forms which 
merge more or less into each other, all 
involving the use of some form of scrip 
or local money but representing differ- 
ent ideas or purposes. Usually they take 
the form of an issue of scrip by a city, 
county or relief organization in pay- 
ment for work by people otherwise un- 
employed or in need of relief. This sys- 
tem assumes two forms, usually referred 
to as the non-self-liquidating and the 
self-liquidating type. 

In the former the scrip is issued 
against a fund held by the municipality, 
county or relief organization; it is, in 
short, merely an order for goods to a 
definite amount, paid for out of the 
central fund or appropriation, which 
may not be but usually is transferable. 
This system often is employed more for 
the purpose of identifying the recipient 
of relief than for any other advantage. 

The self-liquidating form in most 
cases involves the use of scrip issued by 
a municipal or county organization. It 
is valid for purchases made from a group 
of merchants or others agreeing to ac- 
cept it but only when a stamp is affixed 
to it at each turnover. This is the most 
popular form and at present constitutes 
the backbone of the movement. 

Reduced to essential principles, such 
plans are systems of unemployment re- 
lief or business stimulus supported by 
a sales tax. The system cited as the most 
typical is that established in Hawarden, 
Iowa, a town of less than 2,500 popula- 
tion, close to the North Da- 
kota line—a strictly agri- 
= cultural community. In Oc- 
tober, last, a group of mer- 
chants, under the authority 
of the town council, agreed 
to accept certificates or scrip 
issued by the council in lieu 
of money and paid out 
cither in the way of direct 
(CONTINUED ON PAGE 66) 
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The Federal 
Bankruptcy 
Amendment 


This review of the legislation does not attempt to go 

heavily into the minor legal details. Competent at- 

torneys have worked on this. As in every act which 

sets up a new procedure, there are differences of 
opinion on technical details 


By A. A. BERLE, JR. 


ISTORICALLY, depressions have 
H forced a change in the bank- 
ruptcy acts. It is therefore neither 
surprising nor disturbing to find that 
the present economic stress has resulted 
in a proposal of an amendment to the 
Federal Bankruptcy Act, providing, in 
the main, for three processes not covered 
by the present bankruptcy act. These 
are: a section under which individual 
debtors may reach arrangements with 
their creditors scaling down or postpon- 
ing payment of their debts; provisions 
by which a corporation may, without 
the lengthy and expensive processes of 
Federal receivership, reorganize swiftly 
and cheaply; and provisions by which a 
railroad, likewise without the extremely 
complex process of receivership, may 
reach a satisfactory capital structure. 
Long before the economic stress was 
great, need for these provisions was 
recognized by lawyers. Attorney-Gen- 
eral Mitchell, under Mr. Hoover’s ad- 
ministration, requested William J. 
Donovan to examine the situation; and 
he, with the assistance of Lloyd Gar- 
rison, now Dean of the Wisconsin Law 
School, studied the matter for more 
than a year. Their proposed and very 
elaborate revision of the bankruptcy act 
was introduced tentatively in the House 
of Representatives last year. Proving 
too complex for handling in the present 
session of Congress, the bill was allowed 
to stand over, and the three features 
noted above were selected for intensive 


action. The result was the LaGuardia- 
McKeown Bill which has already passed 
the House; and the Hastings Bill (S- 
5551) now pending in the Senate. It is 
extremely likely that these bills in some 
form will be enacted into the law. 
Individuals in debt are now ac- 
corded only a single privilege under 
American law. Being insolvent, the in- 
dividual may put himself into bank- 
ruptcy (or be put there by his credi- 
tors), whereupon he is stripped of his 
property; it is divided equitably among 
his creditors; he is discharged from his 
debt, and set free to function once more. 
This does not answer the situation in 
the present case. For instance, if a 
debtor happens to own land, and a very 
large proportion of the population is in 
the position of being a distressed debtor, 
it is physically impossible to liquidate 
his holdings of land. As a matter of his- 
torical jurisprudence, it has never been 
feasible to collect a debt by removing 
any large fraction of the population 
from its homes or farms. All that can 
be done is to change the tenure; since 
land which is unoccupied or which is 
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A. A. Berle, Jr., formerly a lecturer on 
finance, Harvard Business School, and 
at present a professor of law at Columbia 
University, is an authority of national 
prominence on corporation finance. He 
served as special counsel for the Com- 
mittee of the Ohio State Bar Commis- 
sion in revising the Ohio corporation 
law and, as special counsel to the Public 
Service Commission of Wisconsin, re- 
vised the Wisconsin Securities Law. He 
is the author of several books on cor- 
poration finance 


thrown into the hands of the creditors 
ceases to yield income. The result is a 
homeless debtor, and a creditor with a 
non-producing asset—a situation satis- 
factory to no one. In medieval times 
men could work out the situation by 
making the debtor a serf, turning over 
the land to the creditor; but this mea- 
sure is obviously impossible in a civil- 
ized country. 

Accordingly, the LaGuardia-Mc- 
Keown Bill (as also, in substance, the 
Hastings Bill) proposes a method for 
the extension of debts so that the debtor 
may, when he becomes unable to pay 
his debts, file a petition in court, asking 
that all his creditors be called to a meet- 
ing; and at that meeting the debtor may 
offer a term of composition or exten- 
sion, along with a full statement of his 
assets and liabilities. The creditors then 
may examine the debtor thoroughly; 
they may nominate a trustee who shall 
take charge of the estate, if that seems 
necessary—as it frequently is not, where 
the debtor is able and honest, but is 
merely caught in the cycle of a depres- 
sion which he cannot control. This is 
peculiarly true of farmers, the great 
majority of whom are honest, and most 
of whom are efficient; but who simply 
cannot cope with the situation when the 
price of farm products is below cost of 
production. (CONTINUEDON NEXTPAGE ) 


37 


AMERICAN BANKERS ASSOCIATION JOURNAL, March 1933 


THERE is nothing especially disturbing about the proposals con- 
tained in these bills. As regards personal debtors, they reflect the type 
of legislation which the United States has quite usually adopted when 
individual distress was great; for it is axiomatic that a swift and 
equitable bankruptcy law is the way to prevent a debtor’s rebellion. 


The debtor at such a meeting pro- 
poses a scheme suggesting that his debts 
may be delayed for a period of time; 
that during that time he will pay on 
them currently what he can, adjusting 
his payments to the priorities of the va- 
rious debts. Having .worked out this 
agreement, if a majority in number and 
amount of-the claims accept the plan, 
it is then presented to the court for con- 
firmation. A creditor who thinks he is 
not fairly dealt with may state his case 
to the judge; if the judge decides that 
the plan is fair, he may confirm it and 
all parties are bound; otherwise the 
court may require a liquidation of the 
property or it may arrange for further 
negotiations. 

A feature of the bill which has caused 
much controversy consists of a proposal 
which the House adopted, that the ex- 
tension proposal shall be binding not 
merely on unsecured creditors, but on 
secured creditors as well—that is to say, 
on the mortgagee of land. There is, 
however, a specific provision in the bill 
before the House and Senate that while 
a mortgage or other secured claim may 
be extended, the validity of the lien can- 
not be impaired, but only the time and 
method of its liquidation. This recog- 
nizes, of course, what is the fact now; 
that a mortgagee virtually cannot fore- 
close, or rather, that having foreclosed, 
he has got nowhere, since at the present 
time a foreclosure merely means that 
the mortgagee assumes the burden of 
keeping up the property, of paying the 
taxes, and of standing the losses which 
have made the debtor unable to pay. 
Manifestly, no extension for an undue 
length of time would be equitable; and 
no plan which fundamentally impaired 
the validity or the value of the lien 
would be confirmed. On the other hand, 
it permits the debtor a breathing space 
during which time he can work out the 
situation, maintaining the property, and 
paying what he can to the mortgagee. 
Meanwhile, he is in a position to plant 
a crop, to do what is necessary to make 
the land revenue-producing, without 
being hamstrung by the fear that what- 
ever he does will at once be taken away 


from him on foreclosure. The courts in 
each case must determine whether the 
postponement asked is fair; and there 
is every reason to suppose that this fea- 
ture of the act will be conservatively 
applied. 


EMERGENCY 


IT may be fairly asked whether this 
provision would be justifiable in times 
other than the present. Since at the mo- 
ment the choice lies between some such 
provision as this, and a situation in 
which foreclosure is virtually pre- 
vented, either because the courts will 
not act or because mortgage debtors will 
prevent any foreclosure sale, by vio- 
lence if necessary, the act seems to offer 
an orderly solution. It likewise, prob- 
ably, offers the best chance, in the main, 
for a mortgage creditor to get his money 
out within a reasonable time; and it 
protects land values generally from de- 
preciation of forced sale. It may be re- 
marked, in passing, that this provision 
is surprisingly moderate, in view of the 
terrific stress under which debtors, es- 
pecially in the farm belt, are laboring; 
and that, remembering the political 


Senator George A. Hastings of Delaware, 
who is sponsoring in the Senate the bill 
amending the Federal Bankruptcy Act 


HARRIS 6 EWING 


pressure under which the Congress has 
been in this matter, the result has been 
surprisingly fair and reasonable. 

The second section of the proposed act 
has to do with reorganization of cor- 
porations other than railroads. This is 
an attempt to cut a Gordian knot of 
many years’ standing. The same result 
can be attained now through the Fed- 
eral receivership courts; but the process 
is almost an impossible one. The present 
proceeding is a common law affair, de- 
riving historically from a proceeding 
worked out centuries ago to liquidate 
the estate of a dead man who was un- 
able to pay his debts when he died. 
Naturally, the process does not fit the 
modern corporation! The Englishmen, 
in the first Companies Act, came to the 
conclusion that a corporation which was 
embarrassed ought to be allowed to file 
a petition in an appropriate court, call 
its creditors to a meeting, propose a 
plan, and, if a majority of its creditors 
approved the plan, put it into effect. 

The difference between the English 
situation and our own is, of course, that 
the British financial community is very 
much more responsible than the Ameri- 
can. Every student of American finance 
knows that in too many cases processes 
of this sort have been availed of by in- 
terests who wanted what they ought 
not to have; and that the American 
investor has too often been asked to pay 
for the past follies or the future schemes 
of promoters, corporate managements 
or controlling groups who are far more 
interested in making fortunes for them- 
selves than in protecting the thousands 
of individuals who have invested sav- 
ings on the faith of their management. 
Hence the difficulty. 

The proposed act provides that an 
American corporation may file a peti- 
tion stating that it is either insolvent or 
unable to meet its debts as they mature; 
and that it wishes to reorganize. The 
Federal court then may appoint a trus- 
tee of the corporation’s affairs—but 
need not, if the situation does not call 
for it; may fix a time within which all 
creditors and stockholders must file 
claims or (CONTINUED ON PAGE 52) 
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During the past year we have 
evolved a system of mortgage in- 
spections which has proved very 
successful. Although it is still in 
an experimental stage, it possesses 
decided advantages as a further 
protection for bank assets. This is 
especially true in the case of farm 
mortgages, but holds equally well 
as applied to residential and in- 
dustrial liens.—The Author 


By 
THARRATT G. BEST 


(O acquaint ourselves more fully 

with the physical condition of 

properties in which our bank pos- 
sessed an interest, it was decided to 
place all mortgages upon an annual in- 
spection basis. The first step to facilitate 
this inspection was to locate all mort- 
gages lying outside the corporate limits 
of the municipality upon the United 
States geological maps, using blue pins 
upon mortgages of a satisfactory nature 
as to amortization, and red pins upon 
those which had undergone criticism by 
the bank examiners. The pins were then 
indexed and the mortgages divided into 
three circuits or routes in order to re- 
duce to a minimum the mileage re- 
quired to visit the properties. 

The actual inspection is made either 
in the early spring or late fall when 
there are no leaves on the trees, since 
foliage tends to conceal shortcomings 
and, in particular, gives a false impres- 
sion of the farmer’s wood lot. The fact 
is emphasized to the mortgageor that 
in making this inspection the bank is 
showing a friendly interest in his enter- 


Inspection-Rating 
of Farm Mortgages 


prise and home and not displaying an 
attitude of caustic criticism, and, 
furthermore, that his success means the 
bank’s success. 

All buildings are thoroughly surveyed 
from a point of age and utility and de- 
fects are carefully noted upon a card 
arranged for five annual inspections. 
The roofs of the house, barn and other 
buildings, the condition of the paint and 
the condition or absence of improve- 
ments such as plumbing, heating and 
wiring are impartially observed and 
noted. The number of cattle and their 
condition, particularly the “milkers’, 
the appearance of the farm machinery 
and the condition and numbers of other 
livestock and farm equipment, are in- 
ventoried upon the card. 


THE “CRUISE” 


FOLLOWING this procedure, it has 
been found a good plan to “cruise” the 
farm in company with the proprietor. 
Special attention is accorded the fences, 
the meadows and the wood lot, the lat- 
ter being an important farm asset too 
often ignored in the original appraisal. 
Wherever the wood lot is conspicuous by 
its absence, the suggestion is offered the 
proprietor of starting a modest refor- 
estation program. 


Mr. Best, president of the First National 

Bank, Boonville, N. Y., describes what he 

calls a “home made” system of inspect- 
ing mortgage properties 


After inspection, the properties are 
rated according to their merits. When 
any fall below a certain average, a let- 
ter is written the mortgageor, stating 
the findings of the inspection, and re- 
questing that remedial measures be 
taken at an early date to repair or im- 
prove the property. At the same time, 
mortgageors are advised that they may 
look for an inspection sometime during 
the following year, at which time the 
property will receive a lower or higher 
rating dependent upon the improve- 
ments made or the repairs completed 
in the intervening period. Approximate- 
ly the same procedure is followed out 
on all residential and other liens as that 
used in the case of farm properties. 

The fuller acquaintanceship with 
both the mortgageor and his property 
has proved its value in various ways and 
enabled us to give wiser consideration to 
any particular lien when occasion de- 
mands. The great advantage of this 
policy, however, lies in the riper and 
more friendly spirit existing between 
the bank and its customer. 


Farmers in Illinois bidding on the foreclosed property of a neighbor. They “bought” 
wagons for a nickel and cows for a dime and returned them to the former owner 
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© GROUP BOUNDARIES 
JOINTLY ORGANIZED COUNTIES 
ARE SHADED 


—— 


O MENTION New York and South Dakota to- 

gether might suggest only contrast. The western 

state, with its great prairies and its agricultural im- 
portance, is unlike, in most respects, the eastern one, 
dotted with manufacturing centers and possessing the 
country’s largest city. The population of South Dakota, 
according to the 1930 census, was 692,849, while New 
York’s inhabitants numbered 12,588,066. There were 
some 250 banks in South Dakota in September, 1932, 
while New York had almost 1,700, including branches. 

Yet, in the extent of cooperation 
among bankers the two states are 
quite similar. County and group 
organization in both is highly de- 
veloped. 

Both states have the customary 
group subdivisions, New York 
eight, South Dakota seven, and 
each of these groups is divided in- 
to county associations. To a larger 
extent in South Dakota, but also 
in New York, counties are organized jointly, where 
community of interests or the number of banks makes 
this plan desirable. The membership of New York 
groups varies from half a dozen banks to several hun- 
dred. The average attendance at South Dakota group 
meetings is 70 bank representatives. 

Bankers in both states meet on their own initiative, 
regardless of group boundaries, for the discussion of 
problems that arise in particular sections. For example, 
in South Dakota, bankers located in the western Black 
Hills region gather informally. There is also the Sioux 
Valley Association, which includes parts of southeast- 
ern counties. In New York there are sub-groups within 
some counties and also organizations such as the Bank- 
ers Club of Brooklyn, which is devoted to discussion 
of banking topics. Clearinghouses are extensively or- 


BLACK HILLS SECTION 


[T=] = SIOUX VALLEY BANKERS ASSOCIATION 
BOUNDARIES 


JOINTLY ORGANIZED COUNTIES ARE SHADED 


40 


This farm scene and its caption ap- 
peared on the back of a South Dakota 
group meeting program 


New York 
and 


South Dakota 


Successful Banking Cooperation 
Under Widely Different Conditions 


ganized in New York State’s metropolitan districts, 
as in New York City and Albany. 

Surveys on economic and banking subjects play an 
important part in the state association program in 
South Dakota. During the last seven years almost 50 
have been conducted from the executive manager’s 
office. There have been more than a dozen covering 
bank practices, a number on interest rates and on pro- 
tective measures, several on agriculture and on real 
estate values and others relating to advertising, taxa- 

tion, banking hours, insurance, etc. 


a ee Officers of the New York Bank- 


ers Association are H. H. Griswold, 
president, First National Bank and 
Trust Company, Elmira, president; 
George V. McLaughlin, president, 
Brooklyn Trust Company, vice- 
president; W. Gordon Brown, New 
York, executive manager; Clifford 
F. Post, New York, secretary; 
George E. Merrill, president, Erie 
County Trust Company, East Aurora, treasurer. 

South Dakota Bankers Association officers are T. M. 
Brisbine, cashier, Sanborn County Bank, Woonsocket, 
president; E. R. Heaton, vice-president, First Dakota 
National Bank and Trust Company, Yankton, vice- 
president; George A. Starring, Pierre, executive man- 
ager and treasurer. 
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A saving of 334% in labor, 40% in machines, 50% in stationery and up to 90% in filing 
space, sums up the experience of banks equipped with Recordak. 


A photographic record, of every check and every depositor’s statement, that can not be 
misfiled or mislaid. 8000 checks, 4000 statements on every 100-foot roll of Recordak Film. 


Proof of the existence of every check cashed, by photographic copies which show date, amount 
and signature. Irrefutable evidence affording protection to customer and bank. 


INVESTIGATE 
RECORDAK SERVICE 


A request brings full 
information and a list 
of users near you. 
Write today. 
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_ demand for economy 
in bank operation is insis- 
tent. Recordak makes imme- 
diate economies of 338% in 
labor, 40% in machines, 50% 
in stationery. Rented, not sold, 
it requires no capital expendi- 
ture. Operating costs are low. 

Danger of error is reduced. 
The bank retains photograph- 
ic copies of all checks and 
statements... exact facsimiles 
of the original instruments 
and records...for reference. 

Frauds of many kinds are 
quickly detected. Photographs 
of all checks paid prove pay- 
ment of checks, enable the 
prompt discovery of check 
raisings and forgeries. 

Can any banker afford to 
disregard these threefold ad- 
vantages of Recordak...when 
the installation of Recordak 
requires no capital expendi- 
ture whatever? 

Five years of practical use 
by representative banks large 
and small, from coast to coast, 
have demonstrated Recordak 
economy and protection. Isn’t 
it time to see for yourself what 
Recordak will do for you? 


Recordak Corporation 


Subsidiary of Eastman Kodak Company 
350 Madison Avenue, New York City 
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It is known that many banks with plenty of assets are ready to 
avail themselves of the facilities of the Reconstruction Finance 
Corporation to enable them to obtain the funds to loan out to 
their communities to assist the financing of sound enterprises, 
which would return many men to employment, if it were not for 
the fear of the unfair publicity and criticism which results from 
the publication of these loans and the harm that it may do to 


their institutions. 


~-THOMAS B. PATON, General Counsel and 
Secretary of the Federal Legislative Committee 


Events and Information 


WITHIN THE 


R. F. C. Publicity 


THE FEDERAL Legislative Commit- 
tee, taking “due cognizance of the harm- 
ful and easily misunderstood publicity 
which has accompanied publication in 
the press of the names of borrowers 
from the Reconstruction Finance Cor- 
poration,” sent letters to the Association 
membership on January 17 under the 
signature of Thomas B. Paton, General 
Counsel and Secretary of the Commit- 
tee. 

The Committee expressed itself as op- 
posed not only to publicity given these 
figures under the interpretation of his 
duty by the Clerk of the House of Rep- 
resentatives, but also to the Howard 
Resolution of January 6 which led to 
the publication on January 25 of loans 
during certain months last year and a 
list of prospective borrowers and the 
purposes of prospective loans. 

The letter states in part: “Such un- 
favorable publicity would be most in- 
opportune at the present time. It would 
undermine the growing confidence and 
hopefulness of the public, destroy the 
usefulness of the Reconstruction Finance 
Corporation, and may retard or even ar- 
rest the gradual recovery in business 
now under way... . As a result of an 
exhaustive survey conducted by the 
American Bankers Association it has 
been demonstrated that the great use- 
fulness of the Reconstruction Finance 
Corporation has been seriously impaired 
because of the publicity feature .. . 
this publicity has effectively defeated the 
very purpose for which the Reconstruc- 
tion Finance Corporation was created.” 

The letter points out that while the 
public should have full knowledge of 


ASSOCIATION 


the use of public funds, the purposes of 
R. F. C. activities do not require the 
type of publicity that has been misun- 
derstood and distorted. Along with the 
safeguards against abuse of Reconstruc- 
tion funds, the committee believes that 
data on loans should be made available 
only to authorized officials of the Gov- 
ernment. 


Trust Division 
Year Book 


A YEAR BOOK of the Trust Division 
will be published for the first time about 
April 1. It is intended to furnish the 
membership with one compact volume 
in place of the four separate conference 
proceedings heretofore published each 
year. 

The new volume, to be known as the 
1933 Year Book, will contain proceed- 
ings of the Fourteenth Mid-winter Trust 
Conference and proceedings of the three 
regional trust conferences held in 1932. 
There will be a cumulative index of all 
proceedings published by the Division 
from 1923 to 1933, inclusive. The price 
of the Year Book will be $2.50. 


Trust Education 


One of the most hopeful signs for 
those who are interested in the con- 
tinued improvement of the quality of 
trust service is the new emphasis that 
is now being placed upon the educa- 
tion of trust men. Every profession— 
and the profession of trust men will not 
be an exception—has gone through prac- 
tically the same cycle of development. 

First came the period of apprentice- 
ship, then the period of books, and then 
the time for the enactment of a code 


of ethics or a statement of principles, 
There have been medical schools for 
160 years only; before then the young 
doctor got his training by riding with 
the old doctor. There have been law 
schools for not much more than 100 
years; the young lawyer acquired his 
training by reading law in the office of 
an old lawyer. Up to this point trust 
men have acquired their training by 
the apprenticeship method. 

While the trust man must always go 
to the school of experience for his prac- 
tical training, facilities are being de- 
veloped, like those for the young phy- 
sician or the young lawyer, to get 
identical and systematic training that 
will enable him to be thorough and prac- 
tical when he assumes the duties and 
responsibilities of actual trust service. 

To be specific, the American Insti- 
tute of Banking and the Trust Division 
of the American Bankers Association 
are now cooperating in the preparation 
of two volumes on trust business which 
will be the first attempt to treat in an 
exhaustive and authoritative way the 
science and practice of trust business. 
These volumes will be ready for use in 
about another year. A statement of 
principles is also'in course of preparation. 
While this is the next step in trust edu- 
cation, it may also be regarded as a fore- 
runner of the establishment of a school 
of trusts, comparable to the schools of 
law and the schools of medicine, in 
which the trust man may acquire still 
more thorough training in his chosen 
profession. 


Editorials 


(CONTINUED FROM PAGE 31) 


of politically irresponsible liberals. In 
the last session Congress has had no 
mandate from the people. Members de- 
feated in the last election have felt no 
responsibility for the situation. Mem- 
bers reelected have been disposed to 
wait until the dominant majority in the 
new Congress assumes power. 

Over the new Congress hangs the 
roseate hue of a new era, clouded some- 
what by party differences. Clouded or 
not, the old Congress has been willing 
—far too willing—to give the new era 
a trial. It has packed up its troubles in 
the old kit bag and checked it to the new 
régime. It has been sheer shirking of 
duty but, politically, it has been the 
safer course for which there has been 
a reasonable or at least a specious ex- 
cuse for not doing much. 
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SPANNING THE YEARS OF 
CHICAGO’S DEVELOPMENT 


1863 1933 


TRONG banks are the result of anda 
factor in commercial progress. The 
development of Chicago banking began in 
the period of industrial activity immediately 
following the close of the Civil War. Thus 
this bank, which opened for business July 1, 
1863, has been a part of the life of Chicago 
throughout the period of the city’s greatest 
commercial growth. 


Today thousands of banks, firms and indi- 
viduals in the Midwest and other parts of 
the country use this bank for one or all of 
their financial needs. 


The First National 
Bank of Chicago 


Affiliated 
First Trust 
and Savings Bank 


BUILDING WITH CHICAGO BUSINESS SINCE 1863 


43 
) 
) 


Farm Mortgage Relief 


Seven Interesting Answers to 
The Journat’s February Question 


I 
* IS the opinion of the writer that the farm mortgage problem 
could be lightened and relieved with the least inconvenience 
to the various institutions and investors holding these securities 
and at the same time give the debtor the consideration he de- 
serves, by means of the following methods: 

1. BY declaring a general moratorium on unpaid taxes and 
unpaid interest. 

2. By a general reduction in interest rates to 314 per cent, as is 
the general tendency on the part of savings banks and other in- 
stitutions. 

3. By a reassessment and reappraisal of the individual farms, 
based on a fair value rather than the inflated value of five years 
ago. This will automatically reduce the tax burden. 

4. By having the debtor give the holder of the mortgage a note 
for the difference between the original face value of the mortgage 
and the newly appraised value as outlined above, plus the amount 
of unpaid taxes and unpaid interest as outlined in Point 1, this 
note to be paid over a period of ten years in annual instalments, 
with interest at the rate of 2 per cent, beginning one year after 


the above mentioned suggestions have been put in operation. 


Ill 

THE burden of debt and taxes neces- 
sitates production of cash crops to save 
the farm. A slight excess of production 
powerfully depresses prices. The Fed- 
eral Government should purchase a por- 
tion of this distressed agricultural land 
and retire that portion temporarily from 
production. The purchase price should 
be used to retire the indebtedness on 
the farm. Thereby the creditor is paid, 
capital is made liquid, and the farmer 
made secure in the possession of the re- 
mainder. The necessity and possibility 
of over-production is lessened. Better 
the farmer with 80 acres, debt free, 
than 160 acres debt burdened beyond 
endurance. 

Acquisition by the Federal Govern- 
ment at reasonable prices would war- 
rant the issuance of bonds. The capital 
made liquid would be available to pur- 
chase these bonds. The Government 
would have land in reserve against a 
future necessity of increasing produc- 
tion and ready for granting to new set- 
tlers displaced in industry. 

—R. CHANDLER DAVIS 


FRED W. CLEMENTS 
The Authors 
FOLLOWING is a list of those who 
wrote the most interesting answers to 


the JOURNAL’s February question, re- 
ceiving awards in the order named: 


I. Fred W. Clements, first vice- 
president, Albany Chapter, A.I.B. 
and member of the staff of the 
Union National Bank, Troy, New 
York. 

II. O. S. Powell, Federal Re- 
serve Bank of Minneapolis. 

Ill. R. Chandler Davis, director 
of the Gloucester Safe Deposit and 
Trust Company, Gloucester, Mas- 
sachusetts. 

IV. K. Pollen, San Francisco. 

V. A. E. Harroun, cashier of 
the First State Bank, Vernon, 
Texas. 

VI. Postell Hebert, Union 
Planters National Bank and Trust 
Company, Memphis, Tennessee. 

VII. W. Robert Barker, Statler 
Branch of the Marine Trust Com- 
pany, Buffalo, New York. 


II 
HE Federal Land Bank Sys- 
tem should be expanded. The 
Federal Government should in- 
crease Land Bank capital and 
guarantee their bonds. Federal 
Land Banks should be authorized 
to loan to landlords and eliminate 
stock subscription by borrowers. 

With these amendments, the 
Federal Land Banks could sell 
bonds at low interest rates, say 4 
per cent. The Government’s credit 
would only be involved contin- 
gently, relieving pressure on the 
Treasury. 

This plan would provide direct 
relief to mortgage holders, a mar- 
ket for new mortgages and refi- 
nancing of a portion of top-heavy 
mortgages. The borrower would 
receive the full amount of his 
loan, with amortization in repay- 
ment, at reasonable rates. Pres- 
sure on farm land prices by 
holders of foreclosed farms would 
diminish. 

—O. S. POWELL 


THE lender should: 


1. Analyze the loan as he would a 
credit. If the farmer shows an honest 
endeavor, the lender will do best and 
lose least by keeping him on the land. 

2. Where necessary, reduce principal 
of the loan, or reduce or waive interest. 
That farmer will pay more on the loan 
than a new man on a new deal. The 
lender is in effect working out a com- 
position settlement with an honest and 
worthy debtor. 

3. Keep in close touch with the 
farmer, requiring of him a budget, ap- 
proved by the lender. 

4, Take a good farmer off marginal 
land, and put him on good land. Take 
the loss on marginal land now and start 
the farmer anew under advantages now 
available. In five or ten years you will 
produce a prosperous farmer. 

5. In cooperation with the farmer, 
work for reduction of cost in operation 
of national, state and local governments, 
thereby reducing taxes. 

6. Encourage cooperation by the 
farmer with groups working for better- 
ment of farm production and distribu- 
tion, to the end that supply and demand 
may be in closer harmony. 

—K. POLLEN 
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EITHER by legislation or written 
agreement, give the mortgageor a five- 
year informal extension and the mort- 
gagee the customary rental income from 
the farm, conditioned upon the follow- 
ing stipulations: 

1. From such rental income, mort- 
gagee is first to pay current property 
tax. 

2. Apply the remaining amount to- 
ward payment of current interest on 
loan. 

3. If there is an excess, the mortgagee 
shall hold it in reserve to apply on pay- 
ments due the following year. 

Should the rental income be insuffi- 
cient to pay interest after payment of 
taxes, the balance due on that portion 
of interest unpaid should be written off 
by the mortgagee for that year, and not 
held as a deferred charge against mort- 
gageor. All interest now in arrears 
should be added to the principal of loan 
and, during the five-year period, treated 
as such. Mortgagee should have all 
statutory rights now exercised by land- 


lords. 
—A. E. HARROUN 


VI 


FIRST, constructive state legislation so 
as to lower or even abolish entirely taxes 
on farm land. Removal of taxes would 
be the greatest single step towards 
restoration of farm values. 

2. Slow and orderly liquidation with 
renewals at lower rates of interest pre- 
dominating. Definite arrangements to 
pay a small portion of principal yearly. 
Government aid to the insurance com- 
panies if necessary rather than the vast 
number of farmers. 

3. Allow the law of supply and de- 
mand to fix the price of farm products. 
Take the Government out of the market 
and a large part of the overproduction 
will stop. Drastic crop reduction should 
be a part of every seed loan contract. 

4. A firm stand against currency in- 
flation or cheap credit recklessly extend- 
ed by the Federal Government. The 
farmer is already suffering from too 
much credit and it is time he learned 
that economic ills cannot be remedied 
by legislation which violates economic 


principles. 
—POSTELL HEBERT 


Vil 


FIRST, tax wheat eight cents a bushel 
and other farm products proportionally. 
Use this money together with Govern- 
ment funds to purchase leases on sub- 
marginal land or the land itself. Con- 


tinue this plan until production and 
consumption are approximately _bal- 
anced. Farm products might well in- 
crease so that it would cost the farmer 
nothing. The country as a whole would 
benefit through increased farm purchas- 
ing power and in the asset value of 
parks and land. 

2. This year’s Governmental crop 
financing should be closely supervised so 
as not to stimulate production on sub- 
marginal lands. 

3. Discontinue all Government action 
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encouraging new homesteading and irri- 
gation projects. 

4. Strenuous efforts should be made 
to reduce Government expenses, thereby 
reducing farm taxes. 

5. As a temporary measure the Fed- 
eral Land Bank System should be 
empowered to borrow money, using 
Government credit. This low rate, plus 
operating cost, should be extended to 
well maintained and managed farms on 
sound mortgages. 

—W. RoBERT BARKER 


Is Banking a Profession? 


NSPIRED by Judge Thomas C. 
Hennings’ “no” as expressed on page 
86 in the October JOURNAL, Prof. L. 
Douglas Meredith, assistant professor of 
economics at the University of Vermont, 
Burlington, Vt., states the affirmative’s 
case in the following letter: 

“The concept of the three ‘learned 
professions —theology, law and medi- 
cine—constitutes merely a_ tradition 
which has developed over a long period 
of years. 

“Conditions have changed greatly 
since this tradition began to develop, 
and living has become infinitely more 
complex. 


PROFESSIONAL TRAINING 


“IT is contended that a member of a 
profession must follow a_ prescribed 
course of study, receive a degree at the 
termination of the course, and then re- 
ceive a license from a designated au- 
thority before undertaking active prac- 
tice. Despite this contention, formal 
courses of study are not always pursued; 
in a number of instances training is ac- 
quired without attending school or col- 
lege, and degrees are not essential in 
many states either to the practice of law 
or to the ministry. Licensing frequently 
becomes more or less of a formality, al- 
though a tendency toward greater strin- 
gency is manifest. It is not necessary to 
go through the formal process of ob- 
taining a license for each executive 
before undertaking a banking project, 
but the required procedure’ very 
closely approximates that of obtaining a 
license. 

“A banking project cannot be com- 
menced without the approval of the 
Comptroller of the Currency, or the 
superintendent of banking in the par- 
ticular state. Granting of approval im- 


plies that the proper official has been 
satisfied with the ability of the indi- 
viduals in charge of the undertaking. 

“Another objection to recognition of 
banking as a profession results from the 
belief that practical difficulties would 
prevent differentiation between bankers 
and clerks, and between individuals 
holding executive positions in institu- 
tions with millions of dollars of assets 
and those who alone care for the files, 
ledgers, and loans of an_ institution 
boasting assets of less than $100,000. 
This difficulty pertains not peculiarly to 
banking, but even permeates the entire 
sphere of the ‘learned professions’. At 
exactly what point does a man become 
a doctor, lawyer, or minister? Quite 
obviously, these lines of demarcation be- 
tween individuals who are members of a 
profession and those who are not, are 
strictly arbitrary and artificial. 


THE PERSONAL EQUATION 


“STILL another contention is that 
members of the professions have some- 
thing mysterious to sell which is intangi- 
ble, involves personal judgment, and in 
which the personal equation dominates 
to a large extent. The determination 
of loan and investment policies for the 
funds of the institution, the selection of 
bonds, the exercise of judgment in ren- 
dering trust and other services, and the 
giving of advice to customers who seek 
aid from their banker, all attest to the 
personal relationships existing in the 
banking business, to the extent to which 
successful banking depends not upon 
rules or formulae, and finally, to the sig- 
nificance of the personal equation. 

“For the banker to appreciate that he 
may attain professional status should 
serve to stimulate him to higher stan- 
dards of attainment.” 
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An investment in 


T” purchaser of a NORTH AMERICAN BOND TRUST CERTIFICATE obtains an interest in all 
of the bonds shown below or deposited hereafter. The bonds are deposited in the vaults 
of one of the world’s largest trust companies. Exchange of Certificates for their cash liquidat- 
ing value, as described in the Offering Circular, is provided for the life of the trust. Super- 
vision of the deposited property from an investment standpoint is also provided for the life 
of the trust. Through these certificates an investor can obtain safeguards of diversification 
and supervision such as only the largest institutional bond buyers can ordinarily afford. 


Bankers especially will be interested in ““A Study of 2400 Bond Issues’, an explanation 
of the search for security which resulted in NORTH AMERICAN BOND TRUST CERTIFICATES. 
Copies are available without charge on request. 


COMPANIES AND ISSUES goo 


Composite 


COMPANIES AND ISSUES Rating* 


Alabama Power Co. 

Ist & Ref. Mortgage Gold 412s, 1967 A— 
Allis-Chalmers Manufacturing Co. 

10-Yr. Debenture Gold 5s, 1937 
Aluminum Company of America 

S. F. Debenture Gold 5s, 1952 
American Gas & Electric Co. 

Debenture Gold 5s, 2028 
American Smelting & Refining Co. 

lst Mortgage Series A Gold 5s, 1947 
American Sugar Refining Co. (The) 

15-Yr. Gold 6s, 1937 
American Telephone & Telegraph Co. 

20-Yr. S. F. Debenture Gold 5%s, 1943 
Appalachian Electric Power Co. 

Ist & Ref. Mortgage Gold 5s, 1956 
Arkansas Power & Light Co. 

Ist & Ref. Mortgage Gold 5s, 1956 
Atchison, Topeka & Santa Fe Railway Co. 

Gen. Mortgage Gold 4s, 1995 

20-Yr. Conv. Debenture Gold 44s, 1948 
Atlantic Refining Co. (The) 

Debenture Gold 5s, 1937 
Bangor & Aroostook Railroad Co. 

Cons. Ref. Mortgage Gold 4s, 1951 
Bell Telephone Company of Canada 

lst Mortgage Series C Gold 5s, 1960 
Bell Telephone Company of Pennsylvania 

Ist & Ref. Mtge. Series C Gold 5s, 1960 
Bethlehem Steel Co. 

Ist Lien & Ref. Mtge. Ser. A Gold 5s, 1942 
Birmingham Water Works Co. (The) 

Ist Mortgage Series A Gold 532s, 1954 
Boston Consolidated Gas Co. 

20-Yr. Debenture Gold 5s, 1947 
Boston & Maine Railroad 

Gen. Mortgage Series JJ 434s, 1961 
Brooklyn Union Gas Co. (The) 

20-Yr. Debenture Gold 5s, 1950 
Buffalo General Electric Co. 

Gen. & Ref. Mtge. Ser. B Gold 4%4s, 1981 
Canadian Northern Railway Co. 

20-Yr. S. F. Gold 7s, 1940 
Canadian Pacific Railway Co. 

Coll. Trust Gold 5s, 1954.. 
Carolina Power & Light Co. 

Ist & Ref. Mortgage Gold 5s, 1956 
Central Arizona Light & Power Co. 

Ist Mortgage Gold 5s, 1960 
Central Hudson Gas & Electric Corp. 

ist & Ref. Mortgage Gold 5s, 1957 
Central IMinois Public Service Co. 

lst Mortgage & Ref. (now Ist) Series 

G Gold 5s, 1968 ‘ 

Central Maine Power Co. 

Ist & Gen. Mtge. Series D Gold 5s, 1955 
Central Pacific Railway Co. 

Ist Ref. Mortgage Gold 4s, 1949 

35-Yr. Guar. Gold 5s, 1960 
Central Railroad Co. of N. J. 

General (lst) Mortgage Gold 5s, 1987 

Equipment Trust Certs. Gold 44s, 1938 


Chesapeake & Ohio Railway Co. 

Gen. Mortgage Gold 4%s, 1992 ; . AAA— 

Ref. & Imp. Mortgage Series B 4%s,1995 AA— 
Chicago, Burlington & Quincy Railroad Co. 

lst & Ref. Mortgage Series A Gold 5s,1971 AA— 
Chicago Union Station Co. 

lst Mortgage Series C Gold 6%s, 1963 AAA 
Cincinnati Gas & Electric Co. 

lst Mortgage Series A Gold 4s, 1968 AAA 
Cincinnati Union Terminal Co. 

lIst Mortgage Series B Gold 5s, 2020 AA-+ 
Cleveland Electric Illuminating Co. 

Gen. Mortgage Series B Gold 5s, 1961 
Colorado & Southern Railway Co. 

Ref. & Ext. (now Ist) Mortgage Gold 

415s, 1935 

Columbia Gas & Electric Corp. 

Debenture Gold 5s, 1961 
Columbus Railway, Power & Light Co. 

Ist & Ref. Mtge. Series A Gold 4%s, 1957 
Commonwealth Edison Co. 

Ist Mortgage Series G Gold 5%s, 1962 
Connecticut Light & Power Co. (The) 

Ist & Ref. Mortgage Series D Gold 5s, 1962 
Consolidated Gas Co. of New York 

20-Yr. Debenture Gold 5%s, 1945 AA-+ 
Cons. Gas Elec. Lt. & Pwr. Co. of Baltimore 

Ist Ref. Mtge. S. F. Ser. G Gold 4%s, 1969 AAA- 
Consumers Power Co. 

Ist Lien & Unif. Mortgage Series C 

Gold 5s, 1952 

Cudahy Packing Co. (The) 

lst Mortgage Gold 5s, 1946 AA— 

S. F. Debenture Gold 5%s, 1937 BAA 4 
Cumberland County Power & Light Co. 

Ist Mortgage Gold 4%s, 1956 A+ 
Dallas Power & Light Co. 

Ist Mortgage Series A Gold 6s, 1949 AA-+ 
Dayton Power & Light Co. (The) 

Ist & Ref. Mortgage Gold 5s, 1941 
Delaware Power & Light Co. 

lst Mortgage Gold 4\%s, 1971 
Denver Gas & Electric Light Co. (The) 

Ist & Ref. Mortgage Gold 5s, 1951 
Detroit City Gas Co. 

Ist Mortgage Series A Gold 6s, 1947 
Detroit Edison Co. (The) 

Gen. & Ref. Mtge. Series B Gold 5s, 1955 
Dodge Brothers, Inc. 

Debenture S. F. Gold 6s, 1940 
Duke Power Co. 

Ist & Ref. Mortgage Gold 414s, 1967 
Duquesne Light Co. 

Ist Mortgage Series A Gold 4\%s, 1967 
EI Paso Electric Co. (Texas) 

lst Mortgage Series A Gold 5s, 1950 
Firestone Cotton Mills 

20-Yr. S. F. Gold 5s, 1948.... 
Firestone Tire & Rubber Co. of California 

15-Yr. (1st Mortgage) S. F. Gold 5s,1942 BAA 
General Baking Co. 

15-Yr, S. F. Debenture Gold 514s, 1940 A— 


AAA— 


Composite 


COMPANIES AND ISSUES Rating* 


Georgia Power Co. 

Ist & Ref. Mortgage Gold 5s, 1967.... A— 
Goodyear Tire & Rubber Co. (The) 

lst Mortgage & Coll. Trust Gold 5s, 1957 BAA 
Great Northern Railway Co. 

Ist & Ref. Mtge. Series AGold 4%s, 1961 AA— 
Great Western Power Co. 

Ist Mortgage S. F. Gold 5s, 1946 
Gulf States Utilities Co. 

Ist Mtge. & Ref. Series A Gold 5s, 1956 
Houston Lighting & Power Co. 


Hudson County Gas Co. 

lst Mortgage Gold 5s, 1949 
Hudson & Manhattan Railroad Co. 

Ist Lien Ref. Mtge. Ser. A Gold 5s, 1957 
Humble Oil & Refining Co. 

10-Yr. Debenture Gold 5s, 1937 
Idaho Power Co. 

Ist Mortgage Gold 5s, 1947 
Illinois Bell Telephone Co. 

Ist & Ref. Mtge. Series A Gold 5s, 1956 
Illinois Northern Utilities Co. 

Ist & Ref. Mortgage Gold 5s, 1957 
Illinois Power & Light Corp. 

Ist & Ref. Mtge. Series A Gold 6s, 1953 
Indiana & Michigan Electric Co. 

Ist & Ref. Mortgage Gold 5s, 1955 
Indianapolis Power & Light Co. 

lst Mortgage Series A Gold 5s, 1957 
Inland Steel Co. 

lst MortgageS. F. Series B Gold 4%s,1981 
lowa-Nebraska Light & Power Co. 

Ist Lien & Ref. Mtge. Ser. A Gold 5s, 1957 
lowa Public Service Co. 

lst Mortgage S. F. Gold 5s, 1957 
Jamaica Water Supply Co. 

lst Mortgage Series A Gold 5%s, 1955 
Kansas City Power & Light Co. 

Ist Mortgage Gold 4%s, 1961 
Kansas City Terminal Railway Co. 

lst Mortgage Gold 4s, 1960 
Kansas Gas & Electric Co. 

Ist Mortgage Gold 4's, 1980 
Kentucky Utilities Co. 

lst Mortgage Series I Gold 5s, 1969 
Koppers Gas & Coke Co. 

20-Yr. S. F. Debenture Gold 5%s, 1950 
Lehigh Coal & Navigation Co. (The) 

Cons. Mortgage S. F. Series A Gold 

4%s, 1954 .... 

Liggett & Myers Tobacco Co. 

Debenture Gold 7s, 1944 . 
Lone Star Gas Corp. 

15-Yr. S. F. Debenture Gold 5s, 1942 
Lorillard (P.) Co. 

Debenture Gold 7s, 
Los Angeles Gas & Electric Corp. 

Ist & Gen. Mortgage Gold 5s, 1961 
Louisiana Power & Light Co. 

lst Mortgage Gold 5s, 1957 
Louisville Gas & Electric Co. (Ky.) 

lst & Ref, Mortgage Series A Gold 5s,1952 AA 


NORTH AMERICAN BOND 


= 
lst Lien & Ref. Mtge. Ser. A Gold 58,1953 AA 
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all these Bonds 


COMPANIES AND ISSUES 


Composite 
Rating* 


Massachusetts Gas Companies 
20-Yr. S. F. Gold 5%s, 1946........ 
Memphis Power & Light Co. 
lst & Ref. (now Ist) Mortgage Series A 
Gold 5s, 1948... 
Midvale Steel & Ordnance Co. 
20-Yr. S. F. Conv. Gold 5s, 1936 
Milwaukee Elec, Ry. & Light Co. (The) 
Ref. & Ist (now Ist) Mortgage Series 
B Gold 5s, 1961 eduac 
Milwaukee Gas Light Co. 
lst Mortgage Gold 4%s, 1967 
Minneapolis Gas Light Co. 
lst Mortgage Gold 4%s, 1950 
Mississippi Power & Light Co. 
lst Mortgage Gold 5s, 1957 
Mississippi River Power Co. 
lst Mortgage S. F. Gold 5s, 1951 
Missouri-Kansas-Texas Railroad Co. 
Prior Lien Mtge. Series A Gold 5s, 1962 
M., K. & T. Ry. Ist Mtge. Gold 4s, 1990 
Missouri Power & Light Co. 
Ist Mortgage Series A Gold 5%s, 1955 
Monongahela West Penn Pub. Serv. Co. 
Ist Lien & Ref. Mtge. Ser. B Gold 5%s, 
1953 
Montana Power Co, (The) 
Ist & Ref. Mortgage S. F. Gold 5s, 1943 
Montreal Light Heat & Power, Cons. 
Ist Ref. & Coll. Tr. Series A Gold 5s, 
; 
Narragansett Electric Co. (The) 
lst Mortgage Series A Gold 5s, 1957 
National Dairy Products Corp. 
Debenture Gold 514s, 1948 
National Steel Corp. 
Ist (Coll.) Mortgage S. F. Gold 5s, 1956 
Nebraska Power Co. 
lst Mortgage Gold 4%s, 1981 
Newberry (J. J.) Co. 
10-Yr. 542% Conv, Gold Notes, 1940 
New England Telephone & Telegraph Co. 
lst Mortgage Series A Gold 5s, 1952 
New York Central Lines 
Equipment Trust Certs. Gold 4%s, 1935 
New York Connecting Railroad Co. 
Ist Mtge. Guar. Series A Gold 4%s, 1953 AAA— 
New York Edison Co. (The) 
Ist Lien & Ref. Mtge. Ser. C Gold5s,1951 AAA 
New York, New Haven & Hartford R. R. Co. 
15-Yr. Secured Deb. Gold 6s, 1940 BAA— 
New York Power & Light Corp. 
lst Mortgage Gold 4%s, 1967 
New York Steam Corp. 
lst Mortgage Gold 5s, 1956 A+ 
Niagara Falls Power Co. (The) 
Ist & Cons. Mtge. Ser. AA Gold 6s, 1950 
Niagara, Lockport & Ontario Power Co. 
Ist Mtge. & Ref. Series A Gold 5s, 1955 
Norfolk & Western Railway Co. 
lst Cons. Mortgage Gold 4s, 1996 
Div, lst Lien & Gen. Mtge. Gold 4s, 1944 
North American Co. (The) 
Debenture Gold 5s, 1961 
North American Edison Co. 
Debenture Series B Gold 5%s, 1963 
Northern Indiana Public Service Co. 
Ist & Ref. Mtge. Series D Gold 5s, 1969 
Northern Ohio Power & Light Co. 
Gen. & Ref. Mortgage Gold 5%s, 1951 A— 


AA— 
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Composite 


COMPANIES AND ISSUES Rating* 


COMPANIES AND ISSUES Composite 


Rating* 


Northern Pacific Railway Co. 
Prior Lien Railway & Land Grant Gold 
AA 


Northern States Power Co. (Minn.) 

Ref. Mortgage Gold 4%s, 1961 

51%2% Gold Notes, 1940 
Ohio Edison Co. 

Ist & Cons, Mortgage Gold 5s, 1960 
Ohio Power Co. (The) 

lst & Ref. Mortgage Series B Gold 5s, 1952 
Ohio Public Service Co. (The) 

lst Mortgage & Ref. Series D Gold 5s, 1954 
Oklahoma Gas & Electric Co. 

lst Mortgage Gold 5s, 1950. 
Pacific Gas & Electric Co. 

Ist & Ref. Mtge. Series C Gold 5s, 1952 
Pacific Telephone & Telegraph Co. 

Ref. Mortgage Series A Gold 5s, 1952 
Pennsylvania-Ohio Power & Light Co. 

Ist & Ref. Mtge. Series A Gold 5s, 1954 
Pennsylvania Power Co. 

lst Mortgage Gold 5s, 1956 
Pennsylvania Power & Light Co. 

lst Mortgage Gold 4%s, 1981 
Pennsylvania Railroad Co. (The) 

15-Yr. Secured Gold 6%s, 1936 

40-Yr. Debenture Gold 4%s, 1970 
Pennsylvania Water & Power Co. 

Ist Ref. Mtge. Series B Gold 4%s, 1968 
Peoples Gas, Light & Coke Co. (Chicago) 

lst & Ref. Mortgage Series C Gold 6s, 1957 
Philadelphia Co. 

Series A Secured Gold 5s, 1967 
Philadelphia Electric Power Co. 

Ist Mortgage S. F. Gold 5%s, 1972 
Pillsbury Flour Mills Co. 

lst Mortgage Gold 6s, 1943 
Pittsburgh, Cinn., Chic. & St. Louis Ry. Co. 

Gen. Mortgage Series A Gold 5s, 1970 At 
Portland (Ore.) Gas & Coke Co. 

Ist & Ref. Mortgage Gold 5s, 1940 
Potomac Edison Co. (The) 

lst Mortgage Series E Gold 5s, 1956 A— 
Procter & Gamble Co. 

20-Yr. Debenture Gold 4%s, 1947 AAA 
Public Service Co. of Northern Illinois 

1st Lien & Ref. Mtge. Ser.GGold6%s,1937 A+ 
Public Service Co. of Oklahoma 

lst Mortgage Series D Gold 5s, 1957.... BAA 
Public Service Electric & Gas Co. (N. J.) 

Ist & Ref. Mortgage Gold 4%s, 1970 
Pure Oil Co. (The) 

10-Yr. 54%% S. F. Gold Notes, 1940 BAA 
Quebec Power Co. 

lst Mortgage Coll. Trust S. F. Series A 

Gold 5s, 1968 

Reading Company 

Gen. & Ref. Mtge. Ser. A Gold 4%s, 1997 
Safe Harbor Water Power Corp. 

lst Mortgage S. F. Gold 4%s, 1979 
St. Paul Union Depot Co. (The) 

Ist & Ref. Mortgage Series A Gold 5s, 1972 
San Antonio Public Service Co. 

lst Mtge. & Ref. Series B Gold 5s, 1958 
San Joaquin Light & Power Corp. 

Unif. & Ref. Mtge. Ser. D Gold 5s, 1957 
Shell Pipe Line Corp. 

25-Yr. S. F. Debenture Gold 5s, 1952 
Sierra & San Francisco Power Co. 

Ist Mortgage Gold 5s, 1949 


AA— 


AAA— 


AA— 


Sinclair Pipe Line Co. 

20-Yr. S. F. Gold 5s, 1942 A+ 
Southern Bell Telephone & Telegraph Co. 

Ist Mortgage S. F. Gold 5s, 1941 AAA 
Southern California Edison Co., Ltd. 

Ref. Mortgage Gold 5s, 1954 
Southern California Gas Co. 

lst Mortgage & Ref. Gold 4%s, 1961 
Southern Indiana Gas & Electric Co. 

lst Mortgage Gold 1957 
Southern Pacific Co. 

Oregon Lines Ist Mortgage Series A 

Gold 4%s, 1977 

Southwestern Gas & Electric Co. 

lst Mortgage Series A Gold 5s, 1957 
Southwestern Light & Power Co. 

lst Mortgage Series A Gold 5s, 1957 
Standard Oil Co. (New Jersey) 

20-Yr. Debenture Gold 5s, 1946 
Sun Oil Company 

15-Yr. S. F. Debenture Gold 5%s, 1939 
Super Power Co. of Ililinois 

lst Mortgage S. F. Gold 4%s, 1968 
Swift & Company 

Ist Mortgage S. F. Gold 5s, 1944 

10-Yr. 5% Gold Notes, 1940 
Syracuse Lighting Co., Inc. (The) 

Ist & Ref. Mortgage Series B Gold 5s, 

Tennessee Electric Power Co. (The) 

1st & Ref. Mortgage S. F. Gold 6s, 1947 
Texas Electric Service Co. 

Ist Mortgage Gold 5s, 1960 
Texas & Pacific Railway Co. 

lst Cons. Mortgage Gold 5s, 2000 
Texas Power & Light Co. 

lst & Ref. Mortgage Gold 5s, 1956 
Union Electric Light & Power Co. of Ill. 

Ist Mtge. S. F. Series A Gold 5%s, 1954 
Union Electric Light & Power Co. (Mo.) 

Gen. Mortgage Series B Gold 5s, 1967 
Union Oil Co. of California 

20-Yr. Series A Secured Gold 6s, 1942 

Debenture Gold 5s, 1945 
Union Pacific Railroad Co. 

Ist Lien & Ref. Mortgage Gold 4s, 2008 

40-Yr. Gold 4%s, 1967 
Virginia Electric & Power Co. 

Ist & Ref. Mortgage Series A Gold 5s,1955 
Virginia Public Service Co. 

lst Mortgage & Ref. Series B Gold 5s, 1950 
Virginian Railway Co. 

lst Mortgage Series A Gold 5s, 1962 
Washington Water Power Co. 

Ist & Gen. Mortgage Gold 5s, 1960 
West Penn Power Co. 

lst Mortgage Series G Gold 5s, 1956 
West Shore Railroad Co. 

lst Mortgage Currency 4s, 2361 
Western Electric Co., Inc. 

20-Yr. Debenture Gold 5s, 1944 
Western Maryland Railroad Co. 

Ist Mortgage Gold 4s, 1952 
Western United Gas & Electric Co. 

lst Mortgage Series A Gold 54s, 1955 
Wisconsin Electric Power Co. 

Ist Mortgage Series A Gold 5s, 1954 
Wisconsin Power & Light Co. 

Ist Lien & Ref. Mtge. Ser. F Gold 5s, 1958 
Wisconsin Public Service Corp. 

Ist Lien & Ref. Mtge. Ser. A Gold 6s, 1952 


AA+ 


*Composite Rating is average of those given by three leading statistical agencies. 


All these corporations earned their fixed 


More than 80% of these issues are secured 


$41,836,700,000 
26,425,200,000 
13,084, 100,000 
4,018,900,000 
1,345,500,000 


Total assets. . . ... 
Net Property Accounts 
Total Funded Debt . 
Total current assets . 
Total current liabilities 


charges during the fiscal or calendar year 
covered in the latest available published 
reports. 

All these issues, excepting equipment trust 
certificates, are listed or commonly dealt in 
on the New York Stock Exchange or the 
New York Curb Exchange. 


by mortgage. 


As a group these corporations do business 
in every state of the United States. Utility 
operating companies whose obligations are 
The above figures are approximate. shown do business in 41 states. 
The foregoing information has been taken from the current standard Offering Circular. 


DISTRIBUTORS GROUP, INCORPORATED - 63 WALL STREET, NEW YORK 


Owned by a Nationwide Group of Investment Houses 


PITTSBURGH PHILADELPHIA LOS ANGELES NEW ORLEANS 


CHICAGO 


TRUST CERTIFICATES 


BOSTON 


= 
Ref. & Imp. Mtge. Series B Gold 6s, 2047 BAA 


AMERICAN BANKERS ASSOCIATION JOURNAL, March 1933 


KEYSTONE-UNDERWOOD 


Three powerful ships of the U. S. dreadnaught squadron—the Pennsylvania, the West Virginia and the flagship Califor- 
nia—riding at anchor recently in Los Angeles harbor 


The Navy Is National Insurance 


moral obligations. It is the thesis 
of some sound thinkers that bal- 
ances of power exercised with non-ag- 
gressive intent do help to stabilize the 
condition of peace, and that the chances 
of peace enduring are better if the bal- 
ances which have been set, or which 
have come into being automatically for 
the reason that nations are sincerely 
striving to avoid a condition of war, 
are not upset. 


OUR FAILURE TO BUILD UP 


AT least it is true that a nation with 
aggressive intent does strive to upset the 
balances of power which have main- 
tained the peace. In the past this caused 
much competition on the Continent, a 
condition which was rapidly creeping 
into the Orient before the Washington 
Conference met. This competitive fea- 
ture of armaments the Washington 
Conference eliminated, and it estab- 
lished ratios, which are balances of 
naval force, between the three great sea 
powers. Unfortunately, military power 
has never been brought under the limita- 
tion scheme, the result being to reduce 
the efficacy of sea power versus land 
power (the more aggressive of the two) 
in any general scheme for maintaining 
the status quo of peace. 

Now, how did other nations regard 
the ratios of sea strength established by 
the naval limitation treaties, viz.: the 
Washington and London Treaties? 
They proceeded to build up to them, 
or if already up to established strength, 
then they endeavored to maintain their 
naval strength at the figure set. What 
did we do? Did we immediately start on 
a building program which would insure 
our reaching treaty strength in a deter- 
mined number of years, as others had 
done? No. The pacifists, the subversive 


(CONTINUED FROM PAGE 29) 


elements, those who wished without 
making full analysis of the subject to 
see naval limitation carried further, be- 
came eloquent, with the result that we 
did nothing to guarantee our being in 
the position of reaching treaty strength 
in a reasonable number of years. We 
preached further limitation of arma- 
ments; we invoked Kellogg-Briand Pacts 
on the one hand, while on the other the 
nations were building to treaty strength, 
none had reduced military strength, and 


at the same time very ominous and dark 
war clouds were massing on the hori- 
zon, clearly indicating a storm in the 
brewing somewhere. 


IS IT SENSIBLE? 


IS that sane? Is it plain common sense? 
You may be the greatest peace lover 
in the world but do you make your own 
position any stronger in the interna- 
tional world, is your voice weightier in 


KEYSTONE-UNDERWOOD 
Forward view of the new U. S. S. In- 
dianapolis 


world affairs because you have chosen 
to rely on moral force and have not 
backed that voice with the full strength 
of the right arm so far as your legal 
rights will permit you? 

Then as to our internal situation. The 
times have been hard. Every one has 
had to pull his belt in another notch. 
Our people have been marvelously pa- 
tient in the face of great trials. It is a 
tribute to the stability of our American 
institutions and to the people who are 
real Americans through and through. 
But it is during just such times as these 
that lawless, subversive and desperate 
elements find their best field to work in. 
It is in just such times that we need the 
restraining influence of an adequate 
military force, in order that the coun- 
cils of temperance and tolerance may 
prevail over the destruction caused by 
mob rule. Does the wise woodsman hew 
at the roots of the tree if he wishes to 
save it? No, he cuts out the rot and 
trims the branches. And yet it is always 
the armed forces of our country, the 
ones we depend on when the crisis 
strikes us, that we start cutting first, and 
when the storm breaks we rush madly to 
a shelter whose roof leaks, whose foun- 
dation is undermined and we spend bil- 
lions trying to repair the damage which 
a little careful forethought might have 
prevented, which a wise yearly expendi- 
ture might have forestalled. 


THE PRACTICAL VIEW 


IT is time for the people of this coun- 
try to stop trusting to luck, to do a little 
sober thinking, to remember that words 
without action count for little, to be- 
come practical in matters concerning the 
country’s welfare, and to be ready with 
our house in order if another storm 
breaks as in 1914. 
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This Mirage, 


Foreign Trade 


(CONTINUED FROM PAGE 23) 


American automobiles would not be 
materially increased under any debt 
collecting proposition. The same prin- 
ciple applies to many lines of ma- 
chinery, office appliances, petroleum 
products, cotton, lumber, packing house 
products, many chemicals, many iron 
and steel products and other principal 
items in the list of American exports. 

At the very outset, accordingly, the 
collection of international debts by the 
import of goods faces at least three nat- 
ural, major limitations. A fourth goes to 
the very heart of the proposition. The 
lowering of American import duties to 
permit of the payment of these debts 
in goods, if effective, would cut heavily 
into American production of competi- 
tive goods. The result would be in- 
creased unemployment in the United 
States and reduced consumption of all 
goods including the only goods with 
which debtor nations could expect to 
discharge their obligations. 


CAN THEY PAY AT ALL? 


THE essential question in the matter 
of international debts is whether or not 
debtor nations can pay them at all. 
There are two ways of paying debts— 
out of savings or capital and out of 
earnings. Governments usually have no 
savings or capital. They are financed 
by annual income derived from taxes 
or other means. The great gold stocks of 
the United States and France do not 
represent wealth of the governments in 
Washington and Paris. They represent 
concentrations of private wealth in great 
banking institutions. If France is to pay 
its debt to the United States out of 
capital it must first levy upon the 
wealth concentrated in Paris gold stocks. 
There is a limit beyond which such 
levies can be made with safety and 
benefit to national welfare. 

It is a fact worth deep consideration 
that the two principal debtors to the 
United States—Great Britain and 
France—are nations of tremendous pri- 
vate wealth. Next to the United States 
they are the greatest creditor nations of 
the world. But this wealth cannot be 
used in the payment of inter-govern- 
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GALLOWAY 


American cotton and resin in Bremen dock sheds 


mental debts unless and until it is 
brought into governmental coffers. This 
can be done only by a capital levy or by 
taxes of the usual sort. 


BUDGETS—ARMAMENTS 


THE first element in debt payment, 
accordingly, is the balancing of national 
budgets including the necessary outlay 
for interest and amortization of the 
debts on the long-term basis which gov- 
ernments find it necessary to adopt. 
Debtor governments claim that they 
cannot do this under present world con- 
ditions, that their people are taxed to 
the utmost and that further levies would 
so depress business as to defeat their 
own purpose. These claims are justified 
provided present expenditures of the 
debtor governments are justified and 
herein comes the question of arma- 
ments. From the domestic budget stand- 
point the entire inter-governmental 
debt issue can be summed up in a very 
few words: If armament expenditures 
in Europe are reduced to the point they 
ought to be and can be with reasonable 
concessions all around, it is conceivable 
that the debtor nations could meet their 


debt payments to the United States. 

It is commonly assumed that inter- 
national balances of payment are main- 
tained in equilibrium chiefly by the 
transfer of merchandise, including ser- 
vices, or gold. But there is a third and 
chief variant in such balances in the 
transfer of capital mostly in the form of 
securities or bank balances. 


CAPITAL MOVEMENTS 


THIS third variant is, in fact, the real 
factor in the settlement of international 
accounts. Merchandise balances do not 
offer much encouragement to debtor na- 
tions. Through practically the whole of 
American history such trade balances 
have been in favor of the United States. 
There is a theory among many econo- 
mists that some day in the immediate 
future the United States as the world’s 
great creditor nation must accept an un- 
favorable merchandise balance, but it is 
evident from the course of international 
trade since the United States assumed 
this enviable position that there are 
other and deeper forces at work. 

How small a part gold plays in this 
world drama (CONTINUED ON PAGE 65) 


The removal of present day trade restrictions and the restoration 


of currencies on a stable basis will do much to restore the volume 


of trade to normal. But, the fact may as well be recognized now as 


later that the rise of nationalism, the development of local industries 


under economic pressure, and international exchange difficulties 


resulting from national poverty due to war and its aftermath, rep- 


resent retarding influences which will require years of effort to 


overcome.—The Author. 


The Condition 


N the theory that general improvement in the 
condition of business first starts with improve- 
ments in spots, developments in a number of 

directions during the month ending the middle of 
February gave evidence to inspire hope that the move- 
ment toward better times was actually under way. 
Although definite favorable trends in the major ele- 
ments of business statistics and sentiments were lack- 
ing, nevertheless there did seem to be something of 
a trend in the form of an emergence of several partic- 
ular spots of betterment. 

In politics, a slightly sharper focus began to appear 
in some parts of the blurred vision of what the nation 
may look for from the new legislative and administra- 
tive dispensation to come into power this year. One 
aspect of this was due to natural causes, such as the 
passage of time which was bringing nearer the final 
termination of the present heterogeneous and futile 
groups making up Congress and the approach of a 
new and assumedly coherent body. 

Again, a promising means for sidetracking unsound 
inflationary and other pent-up legislative impulses 
was found in the Senate hearings for the discovery of 
ways and means of restoring economic recovery. An- 
other means possibly for a similar end was the con- 
ference of governors to be called immediately follow- 
ing the inauguration of the new President. 

More positive action, and bearing some hope for 
effectual measures toward Government economy, was 
the advance to conference committees of the proposal 
to give the next President broad powers of reorganiz- 
ing the Federal governmental administrative agencies 
through transfer, consolidation or abolition of func- 
tions or units. Helpful in this line also, at least for 
the record even if not leading to immediate action, was 
the report of the House special committee investigat- 
ing Government competition with private industry, 
recommending substantial curtailment of this partic- 
ular bureaucratic evil that both hampers enterprise 
and increases taxes upon it. 

Constructive, again, was the progress made by the 
President-elect toward a method for arriving at a re- 
view of the war-debt problem. Occurrences such as the 
foregoing, fragmentary though they were against the 
general background of political confusion, gave prom- 
ise that a more definite program of economic helpful- 
ness might begin to take form during the next few 
weeks. If this proves true, it would be the most effec- 
tive business stimulant that could be administered. 

In the world monetary situation there was an event 
that constituted at least one thing to be spotted as a 
move in a better direction, particularly as compared 
with what has been going on in this field for several 
years. It was the action by Poland to establish the 
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gold standard in’ place of the gold exchange standard. 
This reversion to a sounder currency system was in 
sharp contrast with the long prevailing world wide 
movement, first to substitute gold exchange for a real 
gold standard and then under the stress of hard times 
to abandon gold altogether. 

In domestic matters there was continued progress 
in the process of debt readjustment to new conditions 
through reductions in principal and interest rates, 
amelioration of terms and the foreclosure of hopeless 
situations out of the picture. These developments, 
although springing from misfortune and bringing 
anxiety, loss and even ruin in some cases, in total 
effect constituted a movement in the direction of ulti- 
mately sounder economic conditions as a whole. For 
the distressed individual there is small consolation in 
contemplating this particular type of progress toward 
better times, but nevertheless since a drastic readjust- 
ment in the debt structure appears inevitable, the 
increase in the amount of it that is successfully got 
behind instead of remaining ahead to be gone through 
with is to that extent a favorable development. 

A reassuring aspect of this rather left-handed factor 
of improvement is the spirit of cooperation and joint 
action growing up in this connection tending to make 
it more of a common burden. This is a far better 
procedure than recourse to any form of legislative 
effort to socialize the debt burden through currency 
inflation or radical debtor relief laws. A practical 
spirit of forbearance and compromise on the side of 
the creditor interest in the situation appeared to be a 
doubly constructive circumstance. 

An outstanding example of broad cooperative action 
was the announcement in New York City of a plan 
for combating demoralization in real estate values 
through refinancing mortgage obligations and reduc- 
ing interest charges through a $10,000,000 realty stab- 
ilization corporation to be organized through the col- 
laboration of banks, mortgage companies, insurance 
companies and the investing public. It was announced 
that the plan had the approval of the Reconstruction 
Finance Corporation which would advance funds re- 
quired in its operations. Two significant features of 
the plan are the emphasis placed on the reduction of 
interest on standing mortgages, which is the most 
practical form of debtor relief, and also on the reduc- 
tion of municipal expenditures and thereby of real 
estate taxes. 

The terms of the approval of the Reconstruction 
Finance Corporation constitute an important state- 
ment of social policy in reference to debtor-creditor 
relationships in the current emergency, as follows: 

“Holders of the first mortgages should stand ready 
to grant extensions of (CONTINUED ON PAGE 54) 
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{WEAR 


TIME\ 


REBUFF 
THESE 
RUFFIANS! 


TIME, Wear, and Tear are three unscrupu- 
lous fellows who play havoc with the fixtures 
and finishes and inner workings of build- 
ings. They are busy right now on the prop- 
erty under your company’s control. 

Obsolescence Insurance is a fund that is 
set aside from the earnings of buildings for 
the express purpose of counteracting the 
work of Time, Wear, and Tear. 

A portion of this Obsolescence Insurance 
fund must go to care of elevators, since they 


are one of the most important features of a 


building. Otis Elevator Company can make 


the amount set aside for elevators go a long 
way, through its Elevator Modernization 
Plan and its Maintenance Service. This Mod- 
ernization Plan calls for the overhauling of 
elevators and remodeling to today’s stand- 
ards without tearing out and scrapping pres- 
ent installations. And the Maintenance 
Service provides for the infinite care of ele- 
vators at the hands of skilled Otis mechanics. 

We want you to have full details of these 
two services and they can be easily obtained 
at your local Otis office. Ask one of the engi- 
neers to pay you a visit. He can give you 
valuable first-hand information and there is 
no obligation. Otis Elevator Company, 
offices in the principal cities of the world, 
or at 260 Eleventh Avenue, New York City. 
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The Federal 
Bankruptcy Amendment 


(CONTINUED FROM PAGE 38) 


statements of interest; and may then 
call for a plan. A plan, to be offered, 
must have been approved by a stated 
per cent of any class of creditors; the 
present proposal calls for five per cent 
of any class. The various plans are then 
taken up at a hearing; a plan is finally 
worked out; and is submitted to the va- 
rious creditors for acceptance. Not less 
than two-thirds of each class of creditors 
must accept the plan; after which it 
binds all of the creditors of each class 
so accepting. In the event that a whole 
class declines to accept the plan, it may 
go to the court and request that its 
claim be appraised in cash and paid 
out; or that the value of its equity 
be determined by sale of the property 
at a fair upset price; and in other ways 
protects them. Stockholders must ap- 
prove the plan if the corporation is still 
solvent; but if the corporation is not 
solvent, so that the stockholders are 
wiped out, acceptance by creditors is 
sufficient. A secured creditor, as, for 
instance, the holder of a bond secured 
by a mortgage, who does not accept the 
plan, may file a request that his claim 
be protected by having the value of his 
security or lien determined and paid to 
him by appraisal or by liquidation of 
the lien, or in such way as the court 
shall direct. 

When a plan has been worked out, 
and protection arrived at with non- 
accepting creditors, the corporation may 
then be reorganized, either by transfer 
of the assets to a new corporation, or if 
that is not necessary, by a re-arrange- 
ment of the financial structure of the 
old corporation; and the corporation 
gets away to a new start. 


TWO ASPECTS 


OBVIOUSLY, this scheme has two as- 
pects. One is that a creditor who is 
merely inert is likely to find himself 
bound by a plan which he may not like. 
It is felt, however, that creditors must, 
within limits, protect themselves; and 
since the proposed proceeding will, it is 
hoped, be inexpensive, it becomes possi- 
ble for the first time for a creditor to 
present his claim swiftly and cheaply. 
It is surprising, but in no corporate re- 
organization procedure which has pre- 
vailed in America has there been any 


judicial finding of the fairness of a plan. 
In fact, the plan was worked out by the 
committees of creditors, which were 
commonly constituted by the invest- 
ment banking house or other interested 
groups; and the plan thus arrived at, 
whether fair or not, was virtually the 
only thing on which the creditors could 
rely. Now a creditor who dislikes the 
plan of reorganization may appear in 
court, state his objection, and if it is 
reasonable the court will presumably re- 


INTERNATIONAL 


Representative Hatton W. Sumners of 
Texas, chairman of the Judiciary Com- 
mittee of the House of Representatives 


quire that the plan conform to his fair 
interests. It is provided that this pro- 
cedure may be used by a corporation 
even though it is already in receiver- 
ship; and there are drastic limitations 
on the fees which may be paid. Again, 
at the worst, this section does not inter- 
fere with the present procedure except 
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that it makes it shorter, cheaper, and 
takes the great step forward of requir- 
ing a plan of reorganization to be ad- 
judicated equitable; at the best, it 
should put some pressure on everyone 
concerned to make the plan fair, and to 
permit a much freer voicing of any op- 
position which any class of creditors 
may have. 


RAILROAD REORGANIZATIONS 


THE third section of the proposed 
amendment relates to railway reorgani- 
zations. In structure, this follows closely 
the form of the corporate reorganization 
section, except that it adds a feature 
which should prove to be of first im- 
portance. Railway reorganizations differ 
somewhat from those of other corpora- 
tions. In the first place, railway stock 
and bond issues are very widely scat- 
tered, so that it is virtually impossible 
for any large number of creditors to be 
represented individually. They must, 
therefore, be represented by a commit- 
tee; and the committee, of course, will 
represent, usually, the investment bank- 
ing house which floated the bond issue. 
Since the investment banking house not 
infrequently has interests on several 
sides of the picture—for instance, it 
may also have heavy stock holdings in 
the railroad, as well as endeavoring to 
represent bondholders—it is obvious 
that someone must step in to represent 
the general public. Further, railroads 
are matters of public interest; the ship- 
pers, passengers, and the territory gen- 
erally, have to be considered. 
Accordingly, it is provided that the 
railroad may file its petition for reor- 
ganization in like manner as a corpora- 
tion; but that a copy of its petition 
must go to the Interstate Commerce 
Commission. Thereupon the court may 
(though it need not) appoint a trustee 
to hold the railroad’s property. The In- 
terstate Commerce Commission then 
picks up the story, and holds a public 
hearing, at which the railroad presents 
its plan for reorganization, and likewise 
a plan may be presented by 10 per cent 
of any class of creditors of the railroad. 
This is an (CONTINUED ON PAGE 63) 


THE provisions for reorganization of corporations, and 
reorganization of railroads, really represent an endeavor 
to carry over into American law the scheme which was 
worked out in England more than 50 years ago and has 
worked satisfactorily there and in Canada ever since. 
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The Condition of Business 


(CONTINUED FROM PAGE 50) 


time of not less than five years and 
to accept a reduction of interest to 
not more than 4 per cent. If public funds 
are to be employed in this way, the in- 
vestor should make some contribution, 
especially since the ability of most mort- 
gageors to pay has been greatly reduced, 
due to no fault of theirs, and for the 
further reason that the purchasing pow- 
er of the interest dollar has materially 
increased.” 

In the rather sterile field of corporate 
dividends, notable during the period un- 
der review for some conspicuous omis- 
sions, there were nevertheless some 
notable exceptions, such as the regular 
declaration by the Union Pacific Rail- 
road which had a stimulating action on 
securities of this class, and General 
Motors which performed a similar ser- 
vice in its section of the list. 

The general bond market made a sub- 
stantial contribution to values, with a 
correlated benefit to the position of fi- 
nancial institutions, quoted prices rising 


during January from an aggregate for 
all listed issues of $31,918,000,000 to 
$32,457,000,000, or an appreciation in a 
single month of $539,000,000. 

In industry, the spot of improvement 
was furnished by automobile output, 
January production of members of the 
national Chamber, which does not in- 
clude Ford, exceeding by 5 per cent that 
of the corresponding month last year 
and by 38 per cent the December figure. 
This January figure was the first 
monthly comparative rise in a year and 
a half, and the total number of cars 
produced was greater than for any 
month in 1932 except March and April. 

While all of these particular items in 
no sense constitute a general business 
movement, and while there are wide 
expanses between them in which condi- 
tions were no better or even worse, 
nevertheless the appearance of so many 
give reason for hope that more will 
appear, and that they will spread and 
coalesce into a better economic situation. 


Recently— 


(CONTINUED FROM PAGE 9) 


did not regard the coming conferences 
as an occasion for bargaining. 

Viscount Snowden, former Chancel- 
lor of the Exchequer, in a special article 
in the New York Times on February 
5, took issue with Chamberlain, expres- 
sing the opinion that the situation calls 
for “swapping”. 


BANKING 


CREATION of a state reserve savings 
bank with an emergency fund of $100,- 
000,000, drawn from members to insure 
stability of individual institutions, was 
urged on January 17 by the joint legis- 
lative committee on banking in the New 
York state legislature. 

Francis H. Sisson, President of the 
American Bankers Association, in an 
address before the New York Bankers 
Association on January 20, condemned 
proposals for inflation as “illusory, and 
likely to lead to destructive conse- 
quences.” He urged a sound program of 
public finance as fundamental to re- 
covery. 

Effective January 25, a new level of 
rates was announced for deposits in 
New York clearinghouse banks. One 
quarter of 1 per cent will be paid on 
demand deposits (except in the case of 


savings banks, which will draw 44 per 
cent), and 4% per cent on time deposits. 

Obstructions to the Glass banking 
bill, now in its second revised form, ap- 
peared on January 23 to be fading, 
according to Washington advices, fol- 
lowing a compromise on branch bank- 
ing, the principal controversial feature. 
Under an amendment proposed by 
Senator Bratton, branches will be per- 
mitted on a state-wide scale only in 
those states where the state laws per- 
mit. On January 24 an attempt was 
made to saddle the bill with “riders” 
introduced by Senator Long and Sena- 
ator Wheeler calling for the remonetiza- 
tion of silver, but these were rejected 
by a three-to-one vote. The next day, 
January 25, saw the Glass Bill go 
through the Senate by a vote of 54-9. 

Dealers in bankers’ acceptances re- 
duced their rates on January 23, the 
new asking rate on short maturities be- 
ing 14 per cent, a historic low. 

Figures released by the Federal Re- 
serve Board on January 26 showed 1,- 
453 suspensions for last year, against 
2,298 in 1931 and 1,345 in 1930. 

Deposits in mutual savings banks on 
January 1 stood at $9,970,947,424, a 
decline of 14 per cent as compared with 


January 1, 1932, it was reported on 
January 30. 

Arthur Reynolds, former chairman 
of the Continental Illinois National 
Bank and Trust Company of Chicago, 
has accepted an offer to become vice- 
chairman and chief executive officer of 
the Bank of America National Trust 
and Savings Association of San Fran- 
cisco, according to a statement issued 
on February 3. 


PUBLIC FINANCE—RELIEF 


THE possibility of budgetary relief at 
the short session of Congress disap- 
peared on January 18 when 12 Demo- 
cratic members of the ways and means 
committee met and agreed “off the rec- 
ord” to do nothing about taxes until the 
new Congress convenes, probably about 
April 17. 

An issue of $250,000,000 5-year 25, 
per cent notes was offered by the Trea- 
sury on January 23. It was well re- 
ceived, going to an immediate premium 
of % per cent. A three-fold over-sub- 
scription, however, caused Secretary of 
the Treasury Mills to issue a warning 
against the practice of “padding” bids. 

A list of the R. F. C. loans made dur- 
ing the first five months of the life of 
the corporation, was published on Janu- 
ary 26, over the protests of business and 
financial leaders in response to a reso- 
lution of Representative Howard of 
Nebraska. They showed a total of $1,- 
172,000,000. 

One of his first moves on taking office, 
Mr. Roosevelt announced on January 
26, will be to unify the regulation of all 
forms of transportation and communi- 
cations under two agencies. 


INTERNATIONAL 


Governor William A. Comstock, who de- 

clared a holiday in Michigan in order 

for the banking interests in that state 
to meet a special emergency 
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How the DIEBOLD 


EIGHT-POINT 
Pian of Protection 


On January 27 the incoming Presi- | 
dent announced a three-point program | 
calling for reduction in the number of | 
Government employes, consolidation of 
Governmental agencies, and the aban- | 
donment of certain Governmental func- 
tions. 

Development of the entire Tennessee 
River basin on a gigantic scale was 
proposed by the President-elect on 
February 2, to relieve unemployment 
and to restore the balance between ur- 
ban and rural populations. 


INDUSTRY 


ON January 12 it was announced that 
the Edison Electric Institute, a new 
trade organization for the electric light 
and power industry, had been formed. 
Floyd L. Carlisle, chairman of the 
board of the Consolidated Gas Com- 
pany, and other leaders are sponsoring 
the organization, which succeeds the 
old National Electric Light Association. 

In a letter written to the American 
Ceramic Society on January 18, E. F. 
Morgan, solicitor for the Commerce De- 
partment, declared that the latter 
would not be justified in lending its 
support to the “Buy American” move- 
ment. 

On the same day, directors of the | 
Pennsylvania Railroad declared a divi- 
dend of 50 cents a share, thus maintain- 
ing for another year the company’s rec- 


stockholders every year since 1847. 
The Metropolitan Life 


its income for 1932 was almost $1,000,- 
000,000, the largest total ever recorded 
by an insurance company. 

Sixty-four railroads, according to a 
compilation made on January 31, 
showed an increase in aggregate net 
operating income in December of 13.7 
per cent as compared with the same 
month a year previous. | 

Unification of the Union Pacific and | 
four subsidiaries which it already con- | 
trols was granted by the Interstate 


Insurance | 
Company reported on January 31 that | 


Commerce Commission on January 31. 

National Steel proved an exception 
to the rule for the industry when it re- 
vealed in its statement for 1932, pub- 
lished on February 2, earnings of 77 
cents a share. 

Standard Brands proved in its 1932 
report, issued on February 3, that it 
was one of the few companies that had 
improved its 1931 figures. Earnings last 
year were at the rate of $1.14 a share, 
against $1.08 in 1931. 

It was announced on February 8 that 
J. J. Bernet had returned to the presi- 
dency of the (CONTINUED ON PAGE 69) 


Defeats Early Morning Hold-up 


The bandits force entrance with you and wait for the vault to 
open. The gang herds employees and depositors to one side as 
they enter. You are entirely at their mercy unless you can signal 
outside help and.do it without disobeying the bandits’ commands! 


HE Diebold Eight-Point Plan of bank hold-up protection enables 
you to send a secret warning to a central station with a Silent 
Signal Electric Combination Lock. In normal use no warning is sent. 
This lock should be used on reserve chests, vault doors and entrance 


| doors. The Delayed Control Time-Combination-Lock can be com- 
| bined with the Silent Signal Lock to delay entrance after sending 


the secret warning. » » » No one single measure of protection will 


cod of turing wall mites | answer for all the eight ways your bank can be held up. The Diebold 


Eight-Point Plan offers protection for each way: 


Back of Cage Hold-up 
Early Morning Hold-up 
Daytime Vault (reserve chest) Hold-up 
Employees Locked in the Vault Hold-up 
Safe Deposit Vault Hold-up 
Night Kidnapping Hold-up 
Lobby Hold-up 
8. Single Teller Hold-up 


Let us analyze the attacks to which you are exposed. Our plan removes the 


| temptation that attracts bandits. Investigate without obligation. 


Long known as a leading bank vault 
manufacturer, Diebold offers 
protection for records, money and 
wealth from fire, burglary and banditry. 


This emblem marks the banks that handle money and 
securities beyond the bandits’ reach. 


DIEBOLD SAFE & LOCK CO.—Bank Protection Division —Canton, Ohio. 
(A) Please send full information about your Eight-Point Plan, especially for attacks, 


Nos. 
Bank. 
City. 


DI EBOLD 


SAFE & LOCK C@O., Canion, Ohio 


Over Seventy Years of Protection Service 


Officer. 
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uniformity 


of law, of regulation or of 


opportunity can produce 


sameness of pattern in 


character. 


Banks differ not in their 
desire to serve their clients 
well, but in their ability 


to do so. 


An unbroken record of ex- 
perience for one hundred 
and thirty years assures to 
our correspondents the 
best in service, security, 
and attention to every 


banking need. 


PHILADELPHIA 
NATIONAL BANK 


ORGANIZED 1803 


PHILADELPHIA, PA. 


Capital and Surplus . . . . . $30,000,000 


Behind the 
Bond News 


(CONTINUED FROM PAGE 5) 


of the amendment on the ground that 
it would make municipal bonds taxable. 
The state subsequently, however, rati- 
fied the amendment. It has not yet been 
definitely established whether the 
amendment, commonly known as the 
“income tax amendment,” brings mu- 
nicipal obligations into the taxable cate- 
gory. “Some diversity of opinion 
appears to exist among eminent author- 
ities,’ state Hoffman and Wood, “and 
so far the question has not been di- 
rectly passed upon by the United States 
Supreme Court.” 

But even if the abolition of tax ex- 
emption for certain securities is legally 
possible, is it financially desirable? This 
is a point on which many minds hon- 
estly differ, and, unfortunately, it is not 
possible statistically to prove whether 
the Federal, state and municipal gov- 
ernments would be better off with or 
without the power to issue tax exempt 
securities. No one doubts that if tax 
exemption were discontinued it would 
make public borrowing more expensive, 
but how much coupon rates would be 
raised it is not possible to forecast ac- 
curately. Nor is it possible to know 
whether the removal of tax exemption 
would bring into the taxable area suffi- 
cient income to counterbalance in whole 
or in large part the increased cost of 
borrowing, and it is difficult to estimate 
the advantages of the broader market 
for public securities which higher cou- 
pons would bring into being. 


WHAT PORTION AMONG 
WELL-TO-DO? 


AMONG bankers and Government 
bond circles it is sometimes asserted 
that the search for income on tax ex- 
empt securities among the well-to-do 
would be fruitless, that only an insignifi- 
cant portion of the wealth of individuals 
is to be found in tax exempt invest- 
ments. Yet it is demonstrable in numer- 
ous instances that more is lost in taxes 
than is saved in service charges by hav- 
ing a bond coupon, say, 1% per cent low- 
er than it would ordinarily be. 

On the financial side it is necessary 
to point out that there may conceivably 
be a flight of capital from the country 
if public securities are made fully tax- 
able. While admitting the possibility of 
such a capital movement, the best in- 
formed persons are disposed to discount 
heavily its probability. They believe 
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that investment funds will not be lost 
to this country on balance so long as it 
offers the best investment opportunities 
of any important nation. 

Perhaps the most interesting phase of 
the tax exemption problem is the social 
one. Here lies the crux of the problem. 
The question resolves itself down to 
this: If the capacity to pay is to be 
made the basis of taxation, should not 
all income be taxed, whatever the 
source? Such is the principle followed, 
for example, in England, where in gen- 
eral public securities are not free from 
income tax. Thus it was figured that 
on last year’s conversion loan the year- 
ly savings in service charges would be 
£30,000,000, but that the net saving 
would be only about £23,000,000 be- 
cause of declines in taxable income for 
which the lower coupon was responsible. | 


OPPOSING VIEWS 


NUMBERED among those opposing 
tax exemption are some of the leading 
Government financing experts and bank- 
ers to whom it would be unfair to assign | 
“soak the rich” motives. They merely | 
adhere to the view that, in the words of 
Viscount Snowden, the broadest backs 
should bear the greatest burden. They 
believe that the man whose income is 
derived chiefly from a salary or from 
business bears a _ disproportionately 
large share of the tax burden in com- 
parison with the wealthy person whose 
fortune is largely in tax exempt securi- 
ties. Some of those most earnestly in 
favor of doing away with tax exemption 
are dubious of the chances of the pro- 
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posed Hull amendment becoming a part | 


of the Constitution. Still, they believe | 
that in time tax exemption of all kinds | 


will be abolished and that any educa- 


tional work which Congress may do | 


in that line now will bear fruit later. 

It has been contended in this depart- 
ment in the past that the Treasury 
might well ask Congress to grant more 
complete tax exemption to the $8,000,- 
000,000 of new securities into which 
issues now outstanding will have to be 
converted. This suggestion was ad- 
vanced on the ground that it is more 
rational for a government to allow uni- 
form privileges to its several issues of 
securities and that it is unwise to dis- 
criminate between various bonds. So 
long as there are outstanding tax exempt 
bonds it is disadvantageous to strip 
any one issue of its exemption privilege, 
for then its investors would be driven 
into other tax exempts. If it is possible 
to do away with tax exemption now 
enjoyed by various issues of securities, 
however, that move is the one which, it 


Send your California volume 


to Bank of America for quicker returns. 
Through the well organized facilities of this 
statewide banking system, transit items or 
collections move direct, night and day. 

The 410 branches of Bank of America af- 
ford banks and bankers a truly responsive 
and responsible service in 243 California 


banking centers. 


BANK of AMERICA 


NATIONAL TRUST & SAVINGS ASSOCIATION 
CALIFORNIA 


Head Offices in San Francisco 
and Los Angeles—the two 
Federal Reserve cities 


Bank of America National Trust & Savings 
Association, 4 National Bank, and Bank 
of America, a California State Bank, are 
identical in ownership and management 


May be discovered, is most | 


Correspondence 


Stimulating 


THE announcement in February (Page 
80) concerning the JOURNAL’S prize 
contest for 150-word answers to current 
questions has brought a surprising re- 
sponse. Coming in times like these, it 
is stimulating serious thought and the 
results can only be helpful. This letter 
from the first vice-president of the Al- 
bany, New York, chapter of the A.I.B. 
is typical of the comments received: 


To the JOURNAL: 

I sincerely hope that the contest will cre- 
ate considerable interest among the A.I.B. 
members in the country as it will certainly 
be of advantage to them to read leading 
articles on the pressing bank problems 
which confront us today. 

FRED W. CLEMENTS. 
Union National Bank, 
Troy, N. Y. 


In this issue will be found the win- 
ning answers to last month’s question 
on farm mortgage relief, also the ques- 
tion for next month. 


Back to 1824 


FROM California the JOURNAL has re- 
ceived a letter interesting for its his- 
torical information on the checkwriting 
technique of earlier days. The check, 
written by Daniel Webster on the old 


Bank of the United States and payable 
to Barnabas Hedge, is reproduced on 
this page. The following letter adds 
other details: 


To the JOURNAL: 

In view of the recent sesqui-centennial 
observance of the birthday of Daniel Web- 
ster, your readers might be interested in 
one of his checks, which I have in my col- 
lection of documents. 

At the time this check was drawn, Mr. 
Webster was a member of Congress from 
the Boston district, serving his first term, 
and this presumably is the reason why he 
cancelled “Philadelphia”, where the bank 
was located, and substituted “Washington”. 
Between “the” and “United” is printed the 
seal of the United States. 

Mr. Webster has shown his knowledge of 
negotiable instruments by substituting ‘‘or 
order” in place of ‘‘or bearer”, thus making 
indorsement by the payee necessary to 
transfer it. Eight thousand dollars was a 
large amount for those days, and it would 
be difficult to estimate its purchasing power 
as compared with modern values, but I 
think it may safely be said that it would 
be equivalent to at least $40,000 in these 
days. The figures “18504” and “83” in the 
lower left corner are in pencil, probably 
having been made by someone else in add- 
ing the amounts of this and other checks. 
In the upper left corner and at the right 
edge are the cancellation marks of the bank 
cut through the paper in the form of a 
cross; and near the middle is the hole made 
by the spindle on which the check had been 
stuck presumably by some bank official. 


This unusual check, written by Daniel 
Webster in 1824 on the Bank of the 
United States and made payable to Bar- 
nabas Hedge, is described in Mr. Childs’ 
letter on this page 


Technically, Mr. Hedge should have 
signed his name on the indorsement as it 
appeared on the front of the check. In Mr, 
Frothingham’s signature the top of the “F” 
is carried over his entire last name, and the 
“g” is written like an “o’, the tail after- 
wards being added by a flourish below it, 
He evidently relied on these peculiarities to 
prevent forgery, whereas they really are an 
aid, as any one imitating his signature 
would be sure ta trace them exactly, and 
any subsequent observer would be misled 
by seeing these leading characteristics. In 
those days writers, it seems, were very 
punctilious about placing “Esq.” after 
names. FRANK HALL CHILDs. 
15218 Friends Street 

Pacific Palisades, Calif. 


The JOURNAL thanks Mr. Childs for 
this contribution, as so unusual a check 
will undoubtedly interest many bankers. 


“Faith in Our Bankers” 


THE sincerity of this letter and its 
sound logic commend it for publication. 


To the JOURNAL: 

It seems to me that during the present 
trying period, the banks have come in for 
more than their share of censure. The state 
and national banks have been accused of 
needlessly calling in loans and of refusing 
extension of credit to farmers, and the land 
banks have been held up as monsters lying 
in wait to devour the farmer and his farm, 
literally to swallow them whole. 

Now, just what would any bank want 
with a farm, right now? Is it reasonable 
that they would take one if they could 
avoid it? Investigation shows that they 
have been paying the taxes and insurance 
on many farms and carrying the payments 
and interest, rather than foreclosing. 

I am an honest-to-goodness dirt-farmer 
and have suffered all the vicissitudes of the 
breed. If it had not been for the banks, al- 
ways an ever ready source in my times of 
need, I could not have pulled through many 
tight places. Last fall a neighbor sat in my 
house bemoaning his fate and the fact that 
the banks would give the farmer no help 
now when he needs it most. “It used to be 
so that a man could discount a note and 
get a little money when he needed it. Now, 
nothin’ doin’. Can’t borrow $50.” I said 
little but thought much, because on the 
day before I had received a loan of $400 
from the same bank he was lodging com- 
plaint against. 

As a borrower from banks for over a 
decade, I wish to say that I have never 
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been refused a loan. It might be in order 
to add that I have never allowed a note to 
go to protest, or defaulted on my interest, 
taxes or insurance. I have electrified the 
buildings, kept them painted and in repair, 
the farm stocked, the fences up, and the 
land fertilized and under cultivation. 

I do not believe that it will get us any- 
where to go around with a chip on our 
shoulder shouting that we are downtrodden 
people any more than I believe that Gov- 
ernment legislation will pull us out of the 
hole. It is our own job. Sane spending, sane 
living, sane thinking, will do much. Faith 
in our banker and cooperation with him will 
do more. 

Certainly there are many angles to this 
situation which confronts us, and it is well 
to consider it from each of these angles. 

Mrs. MAYME O. THOMSON. 
Ancram, N. Y. 


Business judgment applied on the 
farm helps to keep foreclosure away. 


Life Insurance Collateral 


FOLLOWING Mr. Elston’s first letter 
regarding life insurance policies as col- 
lateral for bank loans, his second letter 
here gives additional facts regarding the 
two forms of assignment in general use. 


To the JOURNAL: 

Supplementing previous correspondence 
regarding loans on life insurance policies, I 
am listing below a number of questions sub- 
mitted to one of the large New York City 
banks, together with a quotation of their 
reply. 

Do you make a practice of granting loans 
on life insurance policies as collateral, or 
are they taken principally as additional 
collateral on loans previously made? 

Do you insist on an “absolute” assign- 
ment, or are there cases where you have 
taken the “collateral” form? 

If a “collateral” form is taken, do you 
also have the insured sign a ‘“‘cash value” 
form at the time the loan is made? 

Do you ask the policyholder to pay the 
premiums as they come due through your 
bank so that you have a check on those pay- 
ments? If not, do you have a follow-up 
system so that the policy will not be al- 
lowed to lapse without your knowledge? 

Reply: 

“As you might anticipate, we do not make 
a practice of granting loans against assign- 
ment of life insurance, but through force of 
circumstances we have been obliged to 
strengthen our collateral position by re- 
quiring this protection from some of our 
borrowers. It is our practice to require an 
‘absolute’ form of assignment and in all 
cases place the insurance company on notice 
of our interest, requesting that we be noti- 
fied prior to the premium due dates in order 
to check the validity of the policy at inter- 
vals. This arrangement also permits our re- 
minding the insurer of the need of attention 
to the approaching premium payment, and 
in the follow-up at that time we can de- 
velop whether such payment will be made 
or in event of default determine our attitude 
with respect to paying the premium our- 
selves. It has not been customary to take 
a ‘cash value’ form, but we have been de- 
Pendent upon the form of our collateral 
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So. 


-a man bit a dos! 
Not once but 7 times in 1932 
And That’s Tremendous NEWS 


Bandits now attack banks so frequently that it is no longer 
news—But when the banker turns on the bandit, that is news— 
good news for all bankers who want to solve their holdup prob- 
lem. 


So we are proud to list the seven banks which last year 
completely frustrated bandit attacks— 


without the loss of a single dollar 
—by means of 


FEDERAL GAS FOG 


Bandit Protection 


This remarkable record establishes be- 
yond doubt the pre-eminence of Federal 
Tear Gas in the field of daylight pro- 


With the help of Federal Gas Fog 
these 7 banks withstood bandit at- 
tacks in 1932: 


tection. 


Minonk State Bank, Minonk, Ill. Jan. 
4th, 1932 

First National Bank, Roy, New Mex- 
ico, July 8th, 1932 

Peoples Bank of Hawthorne, Haw- 
thorne, New Jersey, July 18th, 1932 

Bellwood State Bank, Bellwood, IIL, 
Sept. 9th, 1932 


Northwest Davenport Savings Bank, 
Davenport, Iowa, Oct. 6th, 1932 


Connecticut Ave. Branch of the Wash- 
ington Mechanics Savings Bank, 
Washington, D. C., Oct. 21, 1932 


State Bank of Westville, Westville, 
Ind., Nov. 18th, 1932 


FEDERAL 
LABORATORIES 


Incorporated 


Protection Engineers 


185—41st St. Pittsburgh, Pa. 


promissory note to give us the right to 
realize on such collateral that may be in 
our possession.” 

I am interested in further discussion on 
the subject and trust that through the col- 
umns of the JOURNAL this may be brought 
out. 

Roy T. ELsTon. 
Cashier, First National Bank, 
Warwick, N. Y. 


The JOURNAL will be glad to receive 
the comments of other bankers. 


“Killing the Credit 

of Their Communities” 

THIS was the title of an editorial pub- 
lished recently in the Johnson County 
(Kansas) Democrat, commenting on 


What Federal protection has done 
for hundreds of other banks it can do 
for yours. Why wait in silent dread for 
gunmen to loot your vaults, terrorize— 
perhaps murder—patrons and employes, 
and jeopardize your insurance coverage? 


Federal Gas safeguards employes, pa- 
trons and resources—reduces insurance 
premiums—deters the boldest criminals— 
and creates that feeling of security that 
prevailed in pre-bandit days. Write for 
details. 


Federal Laboratories, Inc. 

185 Forty-First St., Pittsburgh, Pa. 
(Representatives in all principal cities.) 
Gentlemen: Without obligation to us, you may 
please send us details about Federal Bandit 
Protection for banks. 


Name 
Title 
Bank 


Address 


City 


the foreclosure sales and the acute situ- 
ation in the neighboring state of Iowa, 
and pointing out the ultimate results 
“that will be more than detrimental” to 
borrowers. A copy was sent to the 
JOURNAL by George H. Hodges of the 
First National Bank of Olathe, Kansas, 
and is quoted here in part: 


No scheme could have been devised that 
would hurt the honest borrower more than 
these plans to destroy the sacredness of a 
contract. . . . The man who loans money 
certainly has as good a right to his own 
money as the man he loans it to. 

Capital is not confined to a few persons 
nor to a particular class of people. In 
America everybody shares in laying away 
something for (CONTINUED ON PAGE 63) 
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Common Stock Quarterly Dividend No. 94 of 75 cents per share, payable 
February 15, 1933, to stockholders of record January 20, 1933. 


$6.00 Preferred Stock Quarterly Dividend No. 101 of $1.50 per share, payable 
January 15, 1933, to stockholders of record December 31, 1932. 


Dividends on the foregoing issues, as well as on all the outstanding Pre- 
ferred issues of the subsidiary companies (whose common stocks are owned 


by Pacific Lighting Corporation) have been paid without interruption since 


the initial dividend. 


CORPORATION 


AND SUBSIDIARY COMPANIES 


Consolidated Statement of Revenues, Expenses and 


Cash Dividends for the Twelve Months 
Ended December 31 


Gross REVENUE . 


Deduct Operating Expenses and Taxes 


Net Income Berore Bonp INTEREST 


Deduct Bond Interest 
Net Income Arter Bonp INTEREST 
Deduct 


Depreciation 
Amortization 


Net Berore DIviIpENDS ON 


PREFERRED STOCK OF SUBSIDIARIES 


Deduct 
Dividends on Preferred Stock of 
Subsidiaries . 
Dividends on Minority Interest in 
Common Stock . 
Net Income ror Pactric LigHtine 
CoRPORATION 
Dividends on Preferred Stock 
Cash Dividends on Common Stock 


REMAINDER TO SURPLUS 


Per Share Balance Available for 


and in 1931 to $1,424,557.69. 


Dividends on Common Stock Equals . 


1932 1931 
$44,757,666.04 $46,528,459.43 
24,372,522.90 25,293,552.90 
20,385, 143.14 
5,438,925.40 
14,946,217.74 


21,234,906.53 
5,629,985.13 


15,604,921.40 


7,033, 164.50 
277,679.84 


6,748,854.11 
317,536.10 


7,635,373.40 8,538,531.19 


1,841,911.63 1,942,609.86 


360.80 353.80 


5,793,100.97 
920,733.31 
4,825,893.00 
$ 46,474.66 


6,595,567.53 

851,496.60 
4,825,893 .00 
$ 918,177.93 


$3.03* $3.57* 


* Pending decision on appeal to United States Courts to set aside orders of the Cali- 
fornia State Railroad Commission which would reduce certain rates for gas service, all 
revenues collected under the litigated rates are being held in a special reserve. The 
above statement ofrevenues excludes such collections, amounting in 1932 to $1,450, 157.38, 


PACIFIC LIGHTING CORPORATION, 433 CALIFORNIA ST., SAN FRANCISCO 


A Central Fund for 


Savings Deposits 
(CONTINUED FROM PAGE 21) 
the mutual savings banks of New York 


state considered the _ establishment 
through legislation of a chartered cen- 
tral savings institution. Its capital would 
be provided by the savings banks, and 
control would be vested in trustees 
elected by the member banks. Member- 
ship would be mandatory. The trustees 


would have the power in emergencies to 
call 3 per cent of the deposits of the 
members and lend such amount as might 
be necessary to any member bank on 
adequate collateral. 

Eventually objections to what some 
bankers regarded as a too elaborate ma- 
chine arose. There was also a flare-up 
among the ‘banks of the well known 
spirit of individualism. Although mu- 
tual savings banks possibly more than 
any other type are closely knit in a 
common bond of interest, they pride 


themselves upon their independence of 
individual action. The prospect of man- 
datory legislation made them restive. 
Although they would resent mandatory 
action they would volunteer coopera- 
tion. Out of this feeling grew a plan for 
voluntary action by which two or more 
banks through permissive legislation 
might agree together to contribute to a 
common emergency fund of one-fortieth 
of 1 per cent of their deposits. This 
amount in an emergency might be in- 


| creased to 1 per cent and by action of 
| each bank to 3 per cent. From this fund 
| allocations would be made, against 


adequate collateral, to banks in distress 
on account of abnormal withdrawals. 
Agreement would be for a period of one 
year with provision for renewal up to 
five years. 

On the basis of present deposits such 
a plan would yield an immediate fund in 
excess of $1,250,000 with $53,000,000 
subject to call if all the banks entered 
into the agreement. 


SUPERVISION 


| IN order that all the mutual savings 
banks in the state might operate on a 


similar plane each of the five regional 
groups would select a committee of 


| three members which would establish 


and maintain a code of practice for sav- 


| ings banking. These committees would 
| in turn be supervised by a state central 
| control committee of seven members 


composed of the chairman of each of 


| the up-state committees and the chair- 
| man and vice-chairman of each of the 
| two groups in New York City and ad- 
| jacent territory. The chairman, vice- 


chairman and secretary of the central 


| control committee would constitute the 
| agency in direct charge of the central 
| fund. Informal assurance leads to the 
| belief that practically every bank would 
| join in this voluntary plan if permissive 
| legislation is enacted by New York. 
| Even to a bank not cooperating help 
| would be extended in a time of stress. 


Not even this ambitious plan nor any 


| of the agencies thus far created or con- 


templated within state borders would 
be able to cope with a situation that in- 
volved at one time several communities 
or affected a number of the banks of one 
of the larger cities. Nor do they offer 
hope to those occasional mutual sav- 
ings banks which operate in a number 
of states or to the savings departments 
of commercial banks. 

During most years banks interested 
in the savings business can secure all 
funds necessary to meet depositors’ de- 
mands from increased deposits, from 
sales of their bonds and from correspon- 
dent banks. If necessary, Government 
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bonds could be sold, for ordinarily a 
bank prefers to sell its Government is- 
sues rather than to use them for col- 
lateral. In disturbed times the bank 
may have difficulty in borrowing, for its 
correspondent banks may not be in a 
position to lend heavily on non-eligible 
paper. To sell bonds, at panic prices, 
would simply serve to decrease guaranty 
funds or impair capital and surplus. 
Even the sale of Governments might en- 
tail loss. 

It is inconceivable that machinery on 
a national scale should not be estab- 
lished for protecting the millions of sav- 
ings depositors in banks. The Federal 
Reserve System supplies such protec- 
tion to the commercial banks. The sav- 
ings of the people are greater in vol- 
ume than the commercial deposits. 
Shall they be allowed to remain with- 
out adequate protection during times 
of stress? 


Inflationism 


(CONTINUED FROM PAGE 34) 

half its average value in commodities 
instead of buying twice its average value 
as at present. The remedy, however, does 
not lie in tampering with the standard 
but rather in more rapid turnover, more 
rapid circulation, and by increasing the 
use of credit, which would have the 
same effect in raising prices as would an 
increase in the currency in actual use. 

It is difficult, if not impossible, to 
control the inflation of a nation’s cur- 
tency once it is started. The only limit 
is that fixed by the emergency which 
brought it about. France was able to 
stop the depreciation of the franc at 
one-fifth its normal value because by 
the time it had reached that point the 
emergency had passed. There was no 
limit to Germany’s emergency in the 
immediate post-war period and there 
was no limit to the depreciation of the 
mark. Its value simply disappeared. 
Inflation of credit, within limits, can be 
controlled, albeit the Federal Reserve 
failed to do so in the 1928-1929 period 
of excessive speculation. 


DEBT REPUDIATION 


LOWERING the gold content of the 
dollar, of course, is direct repudiation of 
debts in so far as it would be effective. 
According to several propositions the 
plan would be to pay 16 or even as little 
as 1214 grains of gold instead of the 
25.8 grains called for in the present law. 
The result would be that for the time 
being the dollar in international trans- 
actions would be worth from two-thirds 
to half its present value according to 
the amount of gold it contained. Tem- 


It was true then, and it's true now... 


In 1929 it was said: 


| “GAS, « Century-Old Industry, 
has a LARGER MARKET 


NOW THAN EVER BEFORE.’ 


Gas has demonstrated its adaptability 
to new uses for more than 100 years. 
Business conditions have not changed 
the outlook in this industry, because gas supplies 
heat, a necessity wherever people live and work. 


ASSOCIATED HOMES TURN TO GAS 


More than 2,000 customers served by the Associ- 
ated System have installed gas house heating since 
1929. More than 9,000 bought automatic gas 
water heaters during the same period. 


YET TODAY... Only 1 out of 170 Associated gas 


customers has a gas house heater. 
Only 1 out of 10 has an automatic gas water heater, 


The average gas customer doubles his use when 
he adds an automatic gas water heater, and mul- 
tiplies it tenfold when he installs gas house heat- 
ing. These facts point to a market, larger than 


Tey 
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porarily American cotton, wheat and 
other commodities sold abroad would 
bring from one and a half to two times 
their present prices as measured in the 
new dollar. 

That is a tempting proposition to the 
American farmer at the present time, 
especially if, with these half-value dol- 
lars, he could pay a full dollar’s debts. 
It is not at all certain that he could do 
this. Many loan contracts call for pay- 
ment in gold or its equivalent at a cer- 
tain weight and fineness. It is likely that 
in any event the courts would hold that 
payment must be made in a dollar of 
value in gold equal to that in which the 
loan was contracted. Such has been the 


ever, for Associated gas services. 


$F, For information about facilities, service, 
GAS ELECTRIC, 


rates, write 


Associated Gas & Electric System 


New York 


decision of international courts where 
the question of foreign loans in francs 
was involved. 

Repudiation of debts by reducing the 
gold content of the dollar is the most 
radical of the propositions for cheapen- 
ing the nation’s money, but all other 
propositions point in the same direction. 
Any of them, if successful, would cer- 
tainly stimulate American exports and 
restrict American imports for a time. 
Any one of them also would result in 
the flight of American capital abroad 
and the immediate withdrawal of all 
foreign funds in the United States, re- 
ducing gold stocks by hundreds of mil- 
lions of dollars and possible currency 
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will 


get away with it! 


...Because criminals attack only 
“easy” banks. Records prove 
that the adequately protected 
bank is seldom attacked. 


“Time” says: “The business of 
bank robbing is sure to reach 
a new high this year.” Insurance 
rates are mounting... It’s time 
to A.D.T. your institution! 


A.D.T. Central Station service 
is the most highly developed 
type of protection available. 


Thirty-two Federal Reserve 
Banks and branches are A.D.T. 
protected. It is described com- 
pletely in “The Inside Story of 
Bank Protection’’—send for a 
copy—or for a representative 
who will be glad to explain 
A.D.T. Central Station service. 


AMERICAN DISTRICT: J 
TELEGRAPH COMPANY 


issues by two and a half times the 
amount of the withdrawals. It is very 
doubtful if domestic prices would re- 
spond to the inflation for more than a 
few weeks. Ultimately prices, wages and 
other economic factors would adjust 
themselves to the new standards and the 
country would find itself in a worse posi- 
tion than that it now occupies. In the 
meanwhile repudiation would have de- 
stroyed American credit, debtors who 
discharged old debts with depreciated 
currency would find it difficult to bor- 
row anew, the entire national credit 
structure would have been undermined, 
the entire financial future of the nation 
would have been rendered uncertain 


and back of it all would be a record 
marked by what a great American presi- 
dent referred to as “perfidy and dis- 
honor.” 


A View That Europe 
Can Pay for It 


(CONTINUED FROM PAGE 24) 


some good European securities. No in- 
ternational exchange problem, except 
postage. European nationals also own 
some good Oriental, South American, 
African, Australian and Canadian se- 
curities which would respond to the 
same treatment without a perceptible 


ripple in the turbulent sea of interna- 
tional exchange. 

Method No. 5. Invest it in European 
properties (estates, castles, chateaux, 
farms or cottages) to be self-sustaining 
out of rentals or revenues until such 
time as American buyers tender cash or 
its equivalent at the U. S. Treasury in 
Washington for the deeds. It is not un- 
common for Americans actually to own 
properties in Europe, and the only 
international exchange problem here in- 
volved is the rather nominal cost of re- 


| cording the deeds and mailing or parcel- 


posting the deeds and abstracts to the 


| United States. 


Europe’s vast resources in art collec- 
tions and antiques would be other 
avenues of settlement with a minimum 
of disturbance to international trade. 

Even some of Europe’s island pos- 
sessions adjacent to us, our Panama 
Canal or our island possessions—if not 


| indeed a liability instead of an asset— 
| could be tendered as good faith settle- 


ment in lieu of cash and would relieve 


Europe of some tax burden. 


STILL ANOTHER WAY 


| FURTHERMORE, by resort to “arbi- 
| trage’” or triangular exchange, Euro- 
| pean countries could pay their debts to 


the United States without “mounting 
our tariff wall with goods” or “flooding 


| our Treasury with gold” by shipping 


goods to the Orient to pay for our rub- 
ber and tea, to South America to pay for 
our coffee and nitrate, and to Africa to 
pay for our diamonds. We would settle 
with the Orient, South America and 
Africa by drafts drawn against our bank 
balances in Europe. However, it is not 
contended that this would have no ef- 
fect on international exchange. It only 
shows another way. 

The other five plans of payment con- 
template shipment of neither goods nor 
gold, nor any disturbance of  inter- 
national exchange. Methods Nos. 3, 4 
and 5 have been much neglected in 
public discussion. 

In a word, the real problem is not 
one of remittance, but of tax incidence. 

If Europe can spare enough of her 
tax revenues by pinching down her 
future-war budget only slightly, to 
create the required deposit in her own 
local banks to our credit, the remittance 
or conversion can be handled without 
the collapse of anything—except the 
unhealthy hysteria for cancellation. And 
if the total tax revenues be not in- 
creased, but only adjusted in distribu- 
tion by trimming their future-war 
budget item to take care of their late- 
war debt, the payment to the United 
States will be painless to Europeans. 
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Federal Bankruptcy 
Amendment 


(CONTINUED FROM PAGE 52) 


omnibus hearing and anyone interested 
may appear and present his views. Fol- 
lowing the hearing, the Interstate Com- 
merce Commission reports out recom- 
mending a plan of reorganization, 
which may be the plan proposed, or 
may be a different one; and likewise 
affords an opportunity for other plans 
to be submitted. The creditors there- 
upon are asked to accept or reject the 
plan. 


WHEN APPROVED— 


WHEN a plan has been approved in 
writing by creditors holding two-thirds 
of the claims in each class, and when the 
Interstate Commerce Commission has 
found that this plan is fair, the Inter- 
state Commerce Commission certifies 
the plan back to the court where the 
original petition was filed. The court 
then issues its notices and has a hearing, 
at which the plan is confirmed if the 
judge finds it to be equitable and finan- 
cially advisable; and that it provides 
for the protection of the interests, claims 
and liens of creditors of any class who 
do not accept the plan. In the case of a 
railroad, where two-thirds of a class 
have accepted a plan, all the members 
of the class are bound. This is because 
it is practically impossible to liquidate 
a railroad; whereas in a purely com- 
mercial corporation, if the creditors can- 
not get together, it is possible to liqui- 
date the property and divide the assets. 
But a railroad cannot be discontinued. 
It is, therefore, fair (and the Supreme 
Court has held it constitutional) to bind 
all creditors of a class where two-thirds 
of them have agreed to accept the plan 
proposed. If a whole class does not ac- 
cept the plan, then that class may have 
its interest appraised or determined by 
a sale of the property at a fair upset 
price, and may then be paid out in cash. 

The Interstate Commerce Commis- 
sion may fix the maximum amount of 
fees allowed to a trustee (who replaces 
the old “receiver” in this legislation), 
his attorneys, the reorganization man- 
agers, the bondholders’ committees, and 
so forth and so on. This provision will, 
it is hoped, end the scandalous over- 
loading of reorganizations with fees and 
expenses. 

There is thus provided a swift and 
easy method of reorganization of a rail- 
road, whose salient features are, first, 
that it is quick; second, that the fair- 
ness of the plan of reorganization has 


to be certified to by the Interstate Com- 
merce Commission and found also by 


the court; third, that the “lone wolf” | 
who endeavors to hold up the proceed- | 
ings in order to be bought off, can be | 


satisfactorily dealt with; fourth, that 
the fees and expenses are under control 
by the Interstate Commerce Commis- 
sion; and fifth, that there is a forum— 
namely, the Interstate Commerce Com- 
mission—where the plan may be fully 
and openly discussed. 

This review of the legislation does 
not attempt to go heavily into the minor 
legal details. Competent attorneys have 
worked on this. As in every act which 
sets up a new procedure, there are dif- 
ferences of opinion on technical details. 
There is little difference of opinion that 
the legislation is desirable, save, of 
course, that a few self-seeking groups 


who have heretofore made money out of | 


other people’s misfortunes naturally see 
that their day is done. Enlightened in- 
vestment bankers approve it. The rail- 


road executives themselves have been | 
favorable to it. In brief, the section pro- | 


viding for composition of personal debts 
provides an orderly way out of the exist- 
ing situation which threatens to engulf 
mortgage and other similar credits 
throughout the country; the corporate 
and railroad reorganization sections 


provide for doing swiftly and cheaply | 


what is now done laboriously, expen- 


sively and lengthily—and, it must be | 
added, inefficiently—through the Fed- | 
eral equity receiverships. The legislation | 


is not radical. The bulk of it has been 


tested in other English-speaking coun- | 
tries, and it is, on the whole, one of the | 


constructive results of the present de- 
pression. 


Correspondence 


(CONTINUED FROM PAGE 59) 


a rainy day and the number of those who 
save nothing at all is exceedingly small. 

When a life insurance company, a Fed- 
eral Land Bank, an agency of the Govern- 
ment or a commercial bank loans money it 
does not loan its own money. It loans the 
money of its depositors, its policy holders 
or its bond holders and those who resist 
the foreclosure of a mortgage are injuring 
every depositor, every purchaser of a Gov- 
ernment bond, every owner of a life insur- 
ance policy. ... 

Every financial 
capitalist is really working for the prosper- 
ity of the country as a whole, at least as 
a matter of self-preservation, and none of 
them want either land or chattels. . 

Such turbulence and lawlessness . . . 
means that banks will be driven to loaning 
their money to a selected list whose integ- 
rity and responsibility cannot be questioned 
or invest their funds in municipal, county, 
state and Governmentsbonds—or go out of 
the banking business. 


. . | 
institution and every 


LOOK FOR THE A.W.A. SEAL 
| ON WAREHOUSE RECEIPTS 


The liberal use of warehouse receipts 
as collateral will enable you to keep your 
finger on the pulse of the borrower’s 
business—his inventory of quick assets. 
Further, it will prevent bank funds from 
finding their way into “‘bricks and mor- 
tar’’, such as plant improvements, in- 
stead of current operating requirements. 


Loans on warehouse receipts covering 
staples in the orderly process of market- 
ing are self liquidating and are eligible 
for rediscount at the Federal Reserve. 


Avoid frozen assets by requiring public 
warehouse receipts as collateral for loans 
to manufacturers and producers. 


Look for the A.W.A. Seal on all 
warehouse receipts that you accept as 
collateral. It is the hallmark of bona 
fide public warehousing and utmost re- 
sponsibility. A list of members of the 
American Warehousemen’s Association 
in any city in the United States will be 
gladly sent upon request. 


AMERICAN 
WAREHOUSEMEN’S 


ASSOCIATION 
2059 Adams-Franklin Bldg. Chicago, III. 


NOTE: A member of the Committee on Bank- 
ing Relations is located in each of the Federal 
Reserve Districts and will be pleased at any and 
all times to discuss warehouse receipts as collat- 
eral. He is available for individual use or will 
talk at educational meetings. 


This Free Book en- 
titled “Warehouse Re- 
ceipts as Collateral’, 
of value to every loan 
=| officer. Send for your 


copy. 
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WHEN THE INVESTOR 
ASKS THE BANKER: 


“Are Quarterly Income 
Shares easily market- 
able?” 


THE BANKER 
CAN REPLY: 


“Certainly. Daily over- 
the-counter 
can be obtained from al- 
most any investment 
house or broker. Be- 
the charter re- 


quotations 


sides, 


quires the repurchase of 
Quarterly Income Shares 


registered 
for 


from any 
shareholder 
out of surplus, at cur- 
rent liquidating value. 
If necessary, the trustee 


cash, 


may sell any of the trus- 
teed securities to pro- 
vide cash for 
chase.” 


repur- 


Sponsored by 
ADMINISTRATIVE AND RESEARCH 
CORPORATION 


Distributed by a national group of 
investment houses and banks 


Management and operation by experienced 
theatre and radio executive. 20 years in the 
buying, selling and operating field. Have 
you a non-productive theatre or radio in- 
vestment needing experienced management? 


G. B. ODLUM 


ELMIRA 


Each of your Directors 


will be more valuable to your bank if 
he reads regularly what the JouRNAL 
publishes on current banking devel- 
opments. For only a dollar or so a 
month your bank can place a group 
subscription for the key members of 
your board. Let us tell you more 
about this group plan. 


COLONIAL BLDG. 
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Books to Read 


VAILABILITY OF BANK CREDIT 
By the National Industrial Confer- 
ence Board, N. Y., 1932. Price $3.00. 
st three-fourths of the total 
growth of bank credit during the re- 
covery from the post-war collapse, as 
measured by bank loans and invest- 
ments, has been destroyed within the 
last three years. Industry and trade have 


| been curtailed, the machinery of pro- 


duction and distribution has been slowed 
down, and unemployment has been in- 
creased. In the present publication, the 
National Industrial Conference Board 
embodies the results of a nation-wide 
survey, with evidence collected from 
more than 3,500 sources, covering not 
only the largest industrial operations 
but also medium and small concerns in 
every important industrial section of the 
country. 


WAR DEBTS AND WORLD PROS- 
PERITY. By Harold G. Moulton 
and Leo Pasvolsky. Published for the 
Brookings Institution by the Century 
Co., 1932. Price $3.00. 

No subject is more discussed and less 
understood than that of paying for 
the Great War. Without evidence on 
many interlocking aspects of the war 
debts problem, there can be no adequate 
understanding of its far-reaching and 
disturbing implications. Without con- 
sideration of the basic economic factors 
involved, there can be no settlement of 


| enduring or perhaps even temporary 
| value. 


The Brookings Institution of Wash- 
ington has carried on a ten year investi- 
gation of these problems of which the 
present volume is the result. It defines 
the debts, traces their origin, gives the 


| terms of settlements or funding agree- 
ments, and traces the relation of war 


THEATRE 4x0 RADIO | 


debts to world prosperity. It is written 
in a style which makes it readable for 
the average person. 


MODERN FOREIGN EXCHANGE; 
AN ELEMENTARY TREATISE 
FOR THE LAY READER. By 
Franklin Escher. Published by Mac- 
millan Co., 1932. Price $2.00. 

Recent events throughout the world 
have made the status of foreign ex- 
change and, more particularly, the in- 
ternational movement of gold, matters of 
vital concern to all. In this book, the 
author presents his information in a 
simple, clear and non-technical manner. 


CANADIAN BANKING. By E. L. 
Stewart Patterson. Published by the 
Ryerson Press, Toronto, Canada, 
1932. Price $4.50. 

During the present controversy as to 
the faults and merits of our own bank- 
ing system as compared with that of 
Canada, a book dealing primarily with 
the structure of and practice of Cana- 
dian banking is most welcome. 

The book emphasizes strongly the 
advantages of branch banks. Particular 
attention is paid to the principles of 
credit-granting and analysis of property 
statements. Again, in a most practical 
way, head office accounting and control 
of branches is covered, as are inspection 
and auditing and the analysis of the de- 
positor’s account. 

The author, who died a few weeks 
after the completion of this manuscript, 
was a Canadian banker. After his bank 
had been absorbed by the Canadian 
Bank of Commerce in 1912, Mr. Patter- 
son became superintendent in charge of 
eastern township branches. His experi- 
ence both as a unit banker and a branch 
banker lends authority to the state- 
ments in this book. 


AMERICA: WORLD LEADER OR 
WORLD LED? By Ernest Minor 
Patterson. Published by Century Co., 
1932. Price $1.50. 

The whole course of political events 
since the World War and perhaps most 
of all the recent monetary crisis have 
compelled all thinking people to realize 
how closely the interests of America are 
interwoven politically and financially 
with those of other nations. The author 
has attempted to analyze the position of 
America briefly and pointedly for the 
general reader. 


FACING THE FACTS: AN ECO- 
NOMIC DIAGNOSIS. By E. W. 
Kemmerer and others; edited by J. G. 
Smith. Published by Putnam’s Sons, 
1932. Price $3.00. 

Twelve Princeton professors of eco- 
nomics have written this timely book, 
each writing on a subject to which he 
has given special study. The aim has 
been to present in an independent and 
non-partisan spirit the various implica- 
tions and alternatives open to the pub- 
lic’s choice. The gold standard, tariff, 
war debts, banking, big business, rail- 
roads and many other subjects are dis- 
cussed. 
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AIR EXPRESS 


This Mirage, 
Foreign Trade 


(CONTINUED FROM PAGE 49) 


is indicated by the fact that in the 
period from January 1, 1925, when the 
great war and post-war movement of 


gold to the United States ended, to — 


January 1, 1933, the imports and ex- 
ports of gold into and from the United 
States almost exactly balanced. 

The more substantial movements 
over any such period of years as that 
involved in international debt payments 
have been in transfers of capital— 
European capital into the United States 
during its development period up to the 
World War, and American capital into 
other parts of the world since that time. 

These movements, affecting interna- 
tional balances to a greater extent than 
any other factor except the merchan- 
dise trade, have taken place gradually 
and without the conscious participation 
of the countries concerned. They have 
involved transfers of capital or credit 
far greater than any involved in the 
transfer of debt settlement funds. 


LARGER INVESTMENT HOLDINGS 


IN spite of adverse conditions Euro- | 
pean investors from year to year con- | 
stantly increase their holdings of Ameri- | 
can securities. During ten years ending | 
with 1931 foreigners have paid the | 


United States over $2,000,000,000 for 
American securities over and above 
American repurchases. In the same 


period they bought back $1,100,000,000 | 


net of their own dollar securities. Even 
in so bad a year as 1931 they reduced 
their net long-term debt to the United 
States by over $400,000,000 by such re- 
purchases. Since the United States took 
practically no publicly offered foreign 


issues in 1932, it is probable that the | 


record of 1931 was equalled if not ex- 
ceeded in the past year. 

Annual debt services in interest and 
amortization, in short, can be trans- 
ferred in other ways than by the ship- 
ment of goods or gold. If debtor na- 
tions are willing to part with their capi- 
tal to pay their debts, that capital can 
be transferred. 

The crux of the matter comes in their 
willingness to draw upon their nationals 
for the necessary capital. Whether it 
would be good policy or of permanent 
benefit to the world at large for the 
debtor nations to do this or for the 
United States to insist that it be done 
is a different matter. 

Meanwhile the bright picture of a re- 
turn of American foreign trade to the 


of origin and immediate 
delivery at destination — Without Extra Charge. 
Float cut down. 


Interest Saved. 


@ AIR EXPRESS SERVICE OF THE 
RAILWAY EXPRESS AGENCY, 


A schedule for every time of day——every day in the year. 


Season 
Dec. 23 to 
April 15 
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PUTS INTEREST 
CHARGES IN HOURS 
INSTEAD OF DAYS 


Checks—collection, deposit 
and cancelled—and every 
form of security and cur- 
rency can be delivered 
promptly in the most dis- 
tant cities of the nation. 
North, east, south and 
west—planes are constant- 
ly operating on high speed 
schedules between 85 large 
cities. Deliver that packet 
of checks or securities to 
your correspondent in rec- 
ord-breaking and money- 
saving time! 

For complete schedules, 
rates and other information 
phone the nearest office or 
agent. 


INC. 


Polo 
Tennis 
Riding 

Shooting 


Acain this delightful hotel has been selected as the meeting 
place of the A. B. A. Executive Council—April 10-12, 1933. With its 
two splendid golf courses, its ideal climate, comfortable rooms and 
delicious food the Bon-Air offers the ideal choice for a winter holiday. 
Our long experience in serving bankers and bank directors guarantees 


to you a most pleasant visit. 


The special rate for the Bankers’ meeting applies for those who wish to arrive 
a few days before the meeting. 


Write for particulars and literature to Andrew E. Martin, 
Mgr., Augusta, Ga., or The Vanderbilt Hotel, New York. 


Th 


1926-1929 volume if the inter-govern- 
mental war debts are cancelled or re- 
duced to a nominal sum will fade very 
quickly. That volume of trade was in- 
duced and stimulated by an inflation of 
world credit by the United States which 
has resulted in disaster for all concerned. 
Unless there is a reversion to that credit 
orgy, the international trade of the 
future will be confined to such exchange 
of goods between nations as is predicated 
upon national needs and advantages— 
the export of goods which each nation 
by reason of location, natural resources 
or special ingenuity can produce to the 
best advantage, and the import of such 


e 
Bon-AIR-VANDERBILT 


goods as are not or cannot be produced 
to the best advantage by domestic in- 
dustry. 

The removal of present day trade re- 
strictions and the restoration of curren- 
cies on a stable basis will do much to 
restore the volume of trade to normal 
but the fact may as well be recognized 
now as later that the rise of nationalism, 
the development of local industries un- 
der economic pressure, and international 
exchange difficulties resulting from na- 
tional poverty due to war and its after- 
math represent retarding influences 
which will require years of effort to 
overcome. 
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relief to unemployed or for 
work done on the streets, 
parks and other public 
works. 

The scrip was issued to 
the amount of three hun- 
dred dollars in tokens of one 
dollar each, similar in form 
to old paper currency. The 
scrip was redeemable at the 
city hall at its face value a 
when it bore, on spaces pro- 
vided therefor, thirty-six 
three-cent stamps printed 
and issued for the purpose. 
The stamps were purchased 
from the proper municipal 
authority by the merchants. Each mer- 
chant gave ninety-seven cents worth of 
merchandise to the person presenting it 
and affixed a stamp himself. He then 
used the scrip in making purchases from 
other merchants and thus the scrip was 
passed on from hand to hand until the 
thirty-six transfers were made and the 
thirty-six stamps were affixed. It was 
then presented to the city for redemp- 
tion. 

The thirty-six three-cent stamps pro- 
duced an income of $1.08 for each dol- 
lar of scrip, the gross profit of eight 
cents paying for the printing of the 
scrip and stamps and other expenses. 
The thirty-six turnovers of the $300 
represented in theory $10,800 of busi- 
ness turnover. As a matter of expe- 
rience only $210 was presented for re- 
demption, the other scrip having been 
taken by curio hunters and coin col- 
lectors. 

In actual practice the system operated 
successfully until the merchant found it 
necessary to replenish his stock. The 
scrip was not good for this purpose in 
purchases outside of the local group 
and naturally this fact resulted in em- 


Two interior scenes (below and right) in 

a German museum, whose walls are pa- 

pered with worthless marks of the post- 

war inflation period, when the printing 

presses were producing carloads of 
“money” 
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Barter and Scrip 


(CONTINUED FROM PAGE 36) 


Reverse of Hawarden “dollar”, showing 
the squares where 36 three-cent stamps 
are to be affixed 


barrassment. It was also found that 
since transactions among merchants 
were limited to a comparatively few 
commodities the scrip soon collected in 
the hands of a small group. Each trans- 
action involved a sales tax of 3 per cent 
paid by the consumer or user of the 
scrip. The merchant could not give 
cash change without loss so that each 
purchaser was compelled to buy to the 
full amount of the scrip presented. The 
operation of the system naturally in- 
volved much trouble and some ex- 
pense on the part of the merchants 
and others, but the greatest trouble was 
experienced in the fact that the scrip 
could not be deposited in or cleared 
by banks. 


A EUROPEAN PLAN 


THIS general plan really involves no 
new ideas. It was used in Europe many 
years ago, was used in the United States 
to some extent in the Nineties and has 
again been used in Germany since the 
beginning of the depression. The Ger- 
man system, however, possesses one 
distinctive and perhaps critical fea- 
ture which is now the subject of a 
special propaganda drive in the United 
States. 

Under the German plan the scrip is 
issued by a municipality or large in- 
dustrial concern, according to agree- 
ment among all involved, in payment 
for labor or goods, usually in connection 
with from one-third to one-half pay- 
ment in actual money. It is subject, 
however, to a depreciation of one per 
cent per month unless it has affixed to 
it on a certain date each month a stamp 
representing 1 per cent of its face value. 
In Woergl, Austria, where the system 
is reported as in successful operation at 
the present time, a 1 per cent stamp 


must be affixed once each 
two weeks. The stamp factor 
in the scheme provides the 
redemption fund; the dating 
feature forces rapid circula- 
tion. 

There are many modifi- 
cations of the plan in the 
United States, all depend- 
ing upon the same principle. 
In St. Paul, Minn., the city 
issued scrip on which a two- 
cent stamp was to be affixed 
for fifty transfers before re- 
demption, the city guaran- 
teeing the scrip up to the 
amount of stamps affixed. 
In Los Angeles there was a plan to issue 
scrip which would depreciate four cents 
at each transfer but this scheme scarcely 
got started. Other places have issued 
scrip on the basis of as high as thirty 
four-cent stamps; still others required 
twenty six-cent stamps. 

In perhaps nine-tenths of the cases 
these. various schemes have been under- 
taken. as a means of affording relief to 
unemployed. In other cases they have 
represented efforts to stimulate local 
business by supplying money and credit 
which, because of local conditions, were 
otherwise lacking. In at least one case, 
that of Evanston, Illinois, the plan was 
adopted as a means of business compe- 
tition. In that city an organization 
known as the “Evanston Independent 
Retail Merchants Association’”—“Eir- 

a’, for short—was formed about six 
months ago for the purpose of fighting 
chain stores. 

The association has undertaken a 
selling plan wherein it issues for work, 
produce or unemployment relief, a mer- 
chandise certificate known as “Eirma 
money” protected by a deposit in a lo- 
cal bank, redeemable after it has passed 


WIDE WORLD 


= 
' 
MENT ‘AND; Al’ EARL¥ RETURN 7 
STAMP MAKES-THIS POSSIB 
eg 
on 
“4 
GLOBE 
GLOBE 


AMERICAN BANKERS ASSOCIATION JOURNAL, March 1933 


through fifty hands. A two-cent stamp is 
attached by each merchant in whose 
store it is used in trade. The money re- 
ceived from the stamps is being used to 
purchase Evanston tax anticipation war- 
rants and when the warrants are paid 
the merchants will be reimbursed for the 


expense of the operation. The use of | 


this scrip is practically limited to the 
members of the association. It is not in 
general circulation, is not handled by 
the banks and, since it is a competitive 
move, it is not whole-heartedly sup- 
ported by the community. 


WOODEN MONEY 


THERE are bizarre forms of barter and 
scrip enterprises. Tenino, a small town 


in the state of Washington, is the seat | 


of one such scheme. Tenino had a small 
bank which failed some months ago. 
Some of the members of the local cham- 
ber of commerce conceived the idea of 
printing money of small denomination 
on bits of cedar wood for limited local 
use. This money was a novelty and 
about $6,000 of it was taken up by 


tourists and curio hunters. With this | 
$6,000 the chamber of commerce bought 


the building formerly occupied by the 
bank. The success of the scheme led to 
an attempt to duplicate it but the at- 
tempt failed. In the town of Blaine, 


near the Canadian border, a similar at- | 


tempt was made which also failed, as 
might have been expected, when the 
novelty wore off. 


and scrip plans have been arranged by 
colleges to cover the expenses of stu- 
dents. Among them are Antioch College 
in Yellow Springs, Ohio, Huron College 
in Huron, South Dakota, and a small 
college in northern Kansas. These 
schemes are intended to serve both the 
students and the merchants of the 
towns. 


FOR RELIEF AND DEBT PAYMENT 


SCRIP of this self-liquidating variety 
issued for unemployment relief or to 
stimulate business is not to be con- 
founded with scrip issued by various 
municipalities or other political sub- 
divisions to pay debts. Various towns 
and cities whose credit is exhausted have 
issued scrip promises to pay in various 
denominations for the purpose of rais- 
ing funds. The city of Atlanta, on De- 
cember 20, issued $400,000 in such 
scrip, payable in March, drawing 6 per 
cent interest for the purpose of paying 
off its employees and meeting certain 
expenses. 

Similar issues have been put out by 
other towns and cities, some of which 
are made redeemable if and when taxes 
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can be collected for the purpose. Scrip 
in considerable amounts has been is- 
sued by school districts in several states 
for the purpose of paying teachers. All 
such financing merely represents bad 
and in most cases inexcusable credit 
conditions. 

The city of Knoxville, Tennessee, has 
been issuing $134,000 of scrip monthly 
since June to meet payrolls and addi- 
tional amounts to meet other expenses. 
The paper bears 6 per cent interest. 
Some of it was redeemed in February 
and the rest is redeemable in March. 
About half of the million dollars or so 
issued has been turned back into the 
city treasury in payment of taxes. The 
paper has been circulating at par and 
the advocates of the scheme point with 
pride to the fact that the turnover of 
the scrip equals if not exceeds cash 
turnover in the city—ample evidence 
that an inferior money will always sup- 
plant a superior currency. 

The highway commission in Louisi- 
ana has issued $7,500,000 in certificates 
of indebtedness to pay contractors. The 


Louisiana State University issued a 
million dollars worth of scrip a year 
ago to pay for improvements, taking the 
issue up recently by a bond issue. 


THE TOLEDO PLAN 


TOLEDO, Ohio, has been considering 
a scheme involving both city credit and 
a self-liquidating scrip. The proposition 
is for the municipality to issue $300,000 
in scrip to meet police, fire department, 
and other city payrolls until such time 
as funds will be available from regular 
tax sources. Payrolls are to be met by 
50 per cent in currency and 50 per cent 
in scrip. The scrip would be issued in 
$1.00 denomination and would re- 
quire that a three-cent stamp be affixed 
every Wednesday for thirty-five weeks, 
by which time each dollar of scrip 
would produce $1.05 in revenue to 
retire the scrip and pay expenses—a 3 
per cent municipal sales tax in dis- 
guise. 

Undoubtedly these scrip money 
schemes have developed a _ certain 
amount of business in some of the com- 


A Reminder \/ 


Business 
Insurance 


May we remind 
you at this time of busi- 
ness insurance as a 
means of strengthening 
credit in business en- 
tities where earning 
power is dependent on 
the personality or 
knowledge of a “key” 
man. 


LIFE INSURANCE COMPANY 


OF BOSTON, MASSACHUSETTS 


A mutual dividend-paying company 70 years 
in business. Among the strongest in reserves 
and assets. Paid policyholders in 1932 over 
100 million dollars. Offers every phase of 
personal and family protection including 
Annuities and also Group forms for firms 
and corporations. 
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EGURITY-FIRST 
NATIONAL BANK 


OF Los ANGELES 
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Fully equipped to do every kind 


of banking and trust business, 


with branches in60 communities, 


extending from Fresno and San 


Luis Obispo to Imperial Valley. 


munities by enabling unemployed peo- 
ple to make purchases which otherwise 
would have been difficult if not impos- 
sible. It is very doubtful, however, 
whether this additional business has 
been worth the cost. In all the self- 
liquidating schemes a sales tax of from 
two to six cents on the dollar on each 
transaction is collected, the total tax 
collected representing from the face val- 
ue of the scrip to as high as 20 cents in 
addition. 

On the basis of the thirty-six three- 
cent tax turnover all but the first three 
cents of tax comes out of the tills of 
the merchants, who thus pay out $1.05 
for every dollar paid in unemployment 
relief under the system. Direct subscrip- 
tions of what the merchants lose under 
this system would have produced $315 
of real money in place of the $300 of 
pretended money actually used. It is 
an expensive system justified only by 
extreme lack of credit or of public spirit 
in a community. 


NEGLIGIBLE EFFECTS 


AS a serious factor in inflation, the 
barter and scrip movement so far has 


| been a flat failure. Any attempt to esti- 


mate the amount of scrip money in cir- 
culation is a mere guess but it is evident 
from a careful examination of each local 
scheme that the total is far less than the 
general estimates which have been cur- 


| rent. The effect of the movement on 
banks seems to have been nil. There are 


several enterprises which have had and 
still have a considerable turnover but 
the amount of scrip they have issued is 
comparatively small. 

The widely heralded case of Hawar- 
den, Iowa, involved an issue of just $300 
and the issue has not been renewed. 
Where such schemes have had at least 
temporary success there has been a 
rapid turnover of the scrip for the sim- 
ple reason that no money is so active 
in circulation as a plugged quarter. 
Everybody is anxious to get rid of such 
money as quickly as possible. Such is 
the case, especially, where the merchan- 
dise money or certificates have a time 
limit for redemption or a penalty is 
imposed in case it is not passed rapidly 
enough. 

That this rapid turnover stimulates 
business within a narrow circle and re- 
sults in a slight inflation or reflation is 
undeniable, but unless the scrip can be 
used to replenish stocks the system soon 
exhausts itself. Replenishment of stocks 
in a country such as the United States 
necessitates nation-wide acceptance of 
scrip, stamped and dated money or 
whatever scheme may be followed. That 
such a system could be put into effect 
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in the United States even by national 
action is improbable. In any event its 
immediate effect would be to further 
dry up sources of credit which are not 
only vital to industry but to workers 
and consumers dependent upon it. 


Congress 


(CONTINUED FROM PAGE 13) 


and he is armored against both. Party 
conferences, which have been the fash- 
ion the last few years, are one thing; 
the party caucus, quite another. 

The party conference is a mere tea 
party. Members attend or not as they 
please, are under no obligation to fol- 
low a majority when it is over. The 
caucus, however, binds them tightly. Re- 
fusal to attend at once stamps a man 
as being outside his party, in revolt 
against his leaders. To attend and then 
bolt the caucus action is not done with 
impunity. Such a thing would imperil 
a member’s committeeships, array him 
against his party, leave him without a 
political home, anger the regular party 
voters at home. Members of Congress 
could come out of a party caucus and, 
without risk, vote against the organized 
minorities and in the face of sectional 
sentiment. They could say that they had 
done their level best to protect their 
local interests in the caucus, but are now 
bound by the majority. Their vote 
would then be a party and not a per- 
sonal vote. The responsibility is at once 
transferred from the individual to the 
leaders. 


DEPENDENT UPON LEADERSHIP 


A FULL measure of protection is given 
the rank and file. Resentment must be 
levelled at the party—not at the mem- 
ber. Of course, the success of the caucus 
depends upon the character and caliber 
of the leaders. If these are not national 
in their outlook and sound in their rea- 
soning, then we are indeed sunk. But 
that’s a chance we have to take, and 
it is a very much slimmer one than 
trusting to the individual. Also, it would 
be possible to place the blame squarely 
upon the leadership shoulders rather 
than scattering it around among a mul- 
titude. 

It is cheering to hear that President- 
elect Roosevelt favors a revival of the 
caucus plan to get his program through 
the next session. Unless Congress, mak- 
ing public confession of its mortifying 
incapacity, confers upon him “dicta- 
torial powers” to do the things it cannot 
or will not do, there is no other way. 
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Recently— 


(CONTINUED FROM PAGE 55) 


New York, Chicago and St. Louis Rail- 
road—(Nickel Plate), succeeding W. L. 
Ross, who had retired because of ill 
health. Mr. Bernet, who has made an 
outstanding record with the Chesapeake 
and Ohio, Van Sweringen key road, re- 
tains the presidency of the latter system, 
also of the Pere Marquette. 


DOMESTIC 


ON January 30 mortgagees stayed fore- 
closure on $200,000,000 farm mortgages 
in Iowa. Several large Eastern life in- 
surance companies agreed to wait for 
the enactment of pending legislation 
which would protect mortgagors. The 
movement was extended from Iowa to 
the United States a day later by the 
Prudential Life, largest holder of farm 
mortgages in the country. 

A general moratorium on farm debts 
for two years was passed by both 
houses of the Iowa state legislature on 
February 7. 

President-elect Roosevelt announced 
on February 7 that he would summon 
a meeting of the Governors of the 48 
states as soon as he took office in March. 


ABROAD 


REGINALD McKenna, former Chan- 
cellor of the British Exchequer, in his 
annual report as chairman of the Mid- 
land Bank, urged on January 27 that 
Great Britain continue her experiment 
with a managed currency. Raising the 
general price level, he insisted, was the 
most pressing problem of the moment. 

New British tariff regulations, effec- 
tive April 1, were announced on Janu- 
ary 30. They provide that goods 
shipped abroad by way of Canada must 
have an “Empire content” of 50 per 
cent to enjoy Empire trade preference, 
instead of, as previously, 25 per cent. 

The Bank of England purchased 
$13,588,900 gold from the Federal Re- 
serve on January 31, bringing its total 
purchases in recent weeks up to $32,- 
163,100, or more than a third the 
amount sent us on December 15. 

In Germany, on January 30, Adolf 
Hitler, National Socialist leader, was 
appointed chancellor after having been 
rejected twice during 1932. He heads a 
coalition cabinet which is dominated 
by Dr. Alfred Hugenburg, nationalist 
leader. Two days after his appointment 
Hitler ordered the dissolution of the 
Reich and called for a new election. The 
balloting is scheduled for March 5. 

Discussions of the “Standstill Agree- 
ment” on Germany’s short-term private 


debts began on January 30 at the 
Reichsbank. The chairman of the inter- 
national committee is Albert H. Wiggin, 
American banker. The present Stand- 
still Agreement expires March 1. 

The past month saw the fall of one 
cabinet in France and the establish- 
ment of another. The cabinet of Paul- 
Boncour was defeated on January 27 
after a struggle to get its budget pro- 
posals through Parliament. A new gov- 
ernment was formed on January 31 un- 
der Edouard Daladier, composed en- 
tirely of Radical Socialists. 

In the Far East Foreign Minister 
Uchida of Japan solemnly “warned” 
China in an address to the peers on 
January 20 of “unfortunate eventuali- 
ties” if she continued her warlike prep- 


arations. Japanese troops in Manchuria, | 


it was reported on the same date, were 
to be increased by 50 per cent. 


LEAGUE OF NATIONS 


ON January 16 the League of Nations 
Committee of 19 in a secret meeting de- 


cided to give Japan 48 hours for sub- | 


mission of a new proposal for settle- 
ment of the Manchurian dispute. 
Japan’s “final terms”, submitted to the 
League secretariat the following day, 
were regarded as so unacceptable that 
it was announced on January 21 that 
conciliation efforts had failed, “for the 
time being at least’. 

Blame for the Manchurian troubles 


after September 18, 1931, when Japan | 


commenced military operations there, 
was placed upon Japan, by implication 
at least, in a report of a sub-committee 
of the Committee of 19, which absolved 
China of responsibility. After a stub- 


born fight in which the British repre- | 
sentative, Anthony Eden, led the op- | 


position, the sub-committee decided to 
uphold the Chinese boycott against 
Japan. 


On February 6 it was announced that | 
the Committee of 19 had not only voted | 


to recommend  non-recognition of 
Manchukuo, but also to recommend 
that the present situation is “incom- 
patible” with the League covenant, the 
Pact of Paris, and the Nine-Power 
Treaty. 


On February 9 the Committee of 19 | 


went even further. It demanded a clear- 
cut written answer from Japan as to 
whether the latter accepted the restora- 
tion of Chinese sovereignty in Man- 
churia, and it also added a verbal 
warning against any move toward Jehol 
province. Yosuke Matsuoka, replying to 
questions of newspaper correspondents, 
indicated that acceptance of such pro- 
posals by Japan was impossible. 


91 Business and Professional ten- 
ants selected this Building as their 
business address in 1932, a period 
during which values were weighed 
with the greatest care. 

These tenants, who occupy more 
than two-thirds of the available 
rental space, realized the advan- 
tages offered by this Building for 
the growth of their businesses. 
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Foot Movements 
Foil Bandits! 


Padua Hold-up pro- 

tection includes the 
famous Padua patented foot units. These 
operate easily, yet are well protected 
against false alarms. Their potential ef- 
fectiveness is recognized by bandits and 
causes them to avoid Padua-protected 
banks. Can be used with other alarm 
systems. Write for information. 


PADUA Hold-Up Alarm Corporation 
109 Seneca Street Cohoes, N. Y. 


CONTACT MAN of broad experience 
in the banking field seeks connection 
with large bank as field representative. 
Experience includes vice-presidency of 
two Philadelphia banks and wide 
banking acquaintance over the coun- 
try. Box No. Pl. A. B. A. Journal. 
ep Just Out .... Entirely Different! 
Stoeger’s BLUE COVER Catalog No. 18 


a America’s Most Complete Arms Catalog 
a Contains over 2000 American & Imported 
Rifles, Shotguns, Pistols, New Models, Gunstocks, 

Scopes, Targets, Ammunition, Parts & Accessories, de- 

scribed with new prices. Over 1100 illustrations. This re- 


NEW CATALOG 


markablecatalog now ready for every gunownerand shooter. 
ew Send 25c in stamps for this 144 page Arms Cat: 


A. F. STOEGER, Inc. 
509 Fifth Avenue (at 42nd St.) New York, N. Y 


69 
| ( Ja 
| 
| 
—— 
— 
| 
| 
| 


AMERICAN BANKERS ASSOCIATION JOURNAL, March 1933 


Profits and 
Banking Stability 


EVERAL years ago banks were sup- 
plying free to their customers a great 
many important services. 


ryy 
I oday few persons question a bank’s duty 
to charge for these services. 


Bankers now know their costs and cus- 
tomers know that banking profit is essen- 
tial to banking safety. 


The Bank Management Commission of 
the American Bankers Association, in co- 
operation with state bankers associations, 
has been responsible, in large measure, 


for this change. 


‘The American Bankers Association Jour- 
nal has participated by publishing 163 ar- 
ticles in the last three years, based on the 
work of organized banking for the im- 
provement of bank management. 
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CONVENTION 
CALENDAR (1933) 


A. B. A. MEETINGS 


April 10-12 


June 12-16 


Spring Meeting, Executive 
Council, Augusta, Ga. 
A.I.B. Convention, Chicago. 


State Associations 


Mar. 17-18 
April 20-21 
May 
May 
May 
May 
May 
May 
May 
May 
May 
June 
June 5-6 
June 8-9 


June 14-15 
June 16-17 


June 19-21 
June 20-22 


June 22-24 
June 

Sept. 

Sept. 

Sept. 

No Date 


No Date 


Florida Bankers Association, | 


Orlando. 

North Carolina Bankers As- 
sociation, Pinehurst. 

Georgia Bankers Association, 
Macon. 


New Mexico Bankers Asso- | 


ciation, Albuquerque. 
Tennessee Bankers Associa- 
tion, Nashville. 

Texas Bankers Association, 
Mineral Wells. 

Pennsylvania Bankers Asso- 
ciation, Atlantic City, N. J. 
Alabama Bankers Associa- 
tion, Montgomery. 
Missouri Bankers 
tion, St. Louis. 
New Jersey Bankers Associa- 
tion, Atlantic City. 
Oklahoma Bankers Associa- 
tion, Oklahoma City. 

South Dakota Bankers As- 
sociation, Mitchell. 

Illinois Bankers Association, 
Chicago. 


Associa- 


West Virginia Bankers Asso- | 
Sulphur | 


ciation, White 


Springs. 


Indiana Bankers Association, | 


Indianapolis. 


Maine Bankers Association, | 


Rangeley. 

Iowa Bankers Association. 
Wisconsin Bankers Associa- 
tion, Green Lake, Wis. 
Virginia Bankers Association, 
Hot Springs. 

Minnesota Bankers Associa- 
tion, Minneapolis. 

Wyoming Bankers Associa- 
tion, Casper. 

Delaware Bankers Associa- 
tion, Rehoboth. 

Kentucky Bankers Associa- 
tion, Louisville. 


California Bankers Associa- | 


tion, Pasadena. 
Kansas Bankers Association, 
Salina. 


Other Financial 


May 29-31 


April 12 


Oct. 28- 
Nov. 1 


Association of Reserve City 
Bankers, Excelsior Springs, 
Mo. 

Connecticut Safe Deposit As- 
sociation, Hartford. 
Investment Bankers Associa- 
tion of America, Hot Springs, 
Va. 


Of Interest to Bankers 


Mar. or Apr. 


April 26-28 


May 1-4 


Academy of World Econom- | 
ics, Washington, D. C. 


National Foreign Trade 
Council, Pittsburgh, Pa. 

U. S. Chamber of Commerce, 
Washington, D. C. 


THE ONLY THING NEEDED 


—Smith in the Jersey City Journal. 


This cartoon first appeared in June, 1923 
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The March Question: 


What Is Inflation? 


Fifty dollars will be paid for the best answer received by March 10. Any bank or 
A. I. B. Chapter that requires the April question in advance should write the 
JOURNAL after March 15 


N FEBRUARY the JOURNAL asked: 

“What form should Farm Mortgage 

Relief take in order to ease the 
farmer’s burden with least inconve- 
nience to banks, insurance companies 
and other investors, and with fairness 
to the debtors?” Fifty dollars was 
offered for the most interesting 150- 
word answer, $25 for the next and $5 
each for the next five. 

The purpose of the question was not 
to inaugurate anything in the nature 
of a contest, but rather to determine 
whether or not it would be possible, by 
this method, to stimulate interest in 
timely subjects. 

The answers received to this first 
question proved of such unusual quality 
that it was difficult to make a selection. 
Their uniform excellence was a high 
tribute to the class of readers for whom 
the JOURNAL is edited. We have been 
encouraged to repeat the experiment. 

The question, “What Is Inflation?”, 
is short, but without any other limita- 
tion. It is as broad as you wish and 
may be answered in any way you prefer. 

Tell what inflation is, what it is not, 
or what you think of it. Describe the 
variety of meanings which have at- 
tached themselves to the word, or cite 
historical examples of inflation from the 
last few centuries. The important thing 
to remember is that the answer, no mat- 
ter which approach you select, is to be 
found in this issue of the JOURNAL. 
Your manuscript should be in the 
JOURNAL office by March 10 which 
means, perhaps, that you will have to 
write it immediately. 

The judges will select the best answer 
on the basis of specific ideas and factual 
information. 

e 


The chief problem now in the public 
mind is the price level. With stable or 
higher prices for farm products, raw 
materials, labor and services, confidence 
would return and business activity 
would doubtless begin to increase. 
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Opinion as to the necessity of check- 
ing the decline in prices is practically 
unanimous. The point in dispute is how 
to accomplish it. One group will profess 
to see in vast expenditures for public 
works a sure way; another has faith 
in the printing press—paper money and 
plenty of it. 

There has been a recrudescence of 
Bryanism in the demand for the restora- 
tion of silver as a monetary standard. 
A great many other suggestions have 
been made for basing our currency on 
other commodities than gold or silver. 


Barely audible, perhaps, but still with 
us is a class of persons who are skepti- 
cal of any plan which would try to sus- 
pend natural laws, who know enough 
about history to realize that there are 
certain fundamental practices which 
have persisted through the centuries, 
and that any departure from these prac- 
tices has always ended in failure. 

Inflationary measures in the past 
have always been initiated with the 
same splendid faith that prevails at 
present. Always, however, they have run 
wild because no brakes have yet been 
discovered to stop inflation once mo- 
mentum has been obtained. Post-war 
Europe, perhaps, furnishes the best re- 
cent example of what happens when 
we attempt to ignore human nature and 
sidetrack the laws of economics in favor 
of the printing press. The record of 
French assignats, of our own local cur- 
rencies in various periods in the last 
century, of debased coinage as far back 
as historical data on the subject are 
available—all cry a warning against 
the application of a remedy which in 
times past has proved more exhausting 
than the disease that was to be cured. 


INTERNATIONAL 


Mr. Mills is above shown before the House banking and currency com- 
mittee. In a recent speech at Kansas City, Missouri, he said: “There is 
no dearth of programs, plans, schemes and panaceas of every variety. 
Many of them serve to illustrate the confusion of thought and the lack 
of any generally accepted conception either as to the origin of our 
troubles, or as to the means to overcome them. As in similar periods 
in the past there are many who emphasize the drastic fall in prices— 
without adequate consideration of the factor of maladjustment—and 
the weight of debts as the heart of the problem. They believe that the 
solution is to be found through Governmental manipulation of our 
currency and monetary system to bring about what is commonly known 
as inflation. They expect to improve our competitive position in world 
markets by depreciation of our currency in terms of foreign currencies, 
and to effect an automatic and artificial rise in our prices, believing 
that it would of itself relieve debtors and stimulate and maintain a 
business revival.” 
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